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There’s an American one-year-old making the 
rounds in Siam—in the teak-cutters’ camps, the vil- 
lages, and the larger cities. But there’s no reason to 


be concerned about him, for this young traveler is in 


friendly hands, and wherever he goes he finds a 
warm welcome because he has something worth- 
while to say. The natives call him “‘rai-ngan khao 
lok’’ there—you know him as World Report. 

Yes, World Report has made a score of friends 


in Siam, just as it has in all parts of the world. As 


the first truly international weekly newsmagazine, 


World Report is right at home with thinking people 


1255 TWENTY-FOURTH STREET, N.W., WASHINGTON 7, D.C. 
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everywhere because it tells the facts as facts, and 
does not color its reporting with a cause, or a view- 
point, or an attempt to be clever. 

Chances are that your friends and associates over- 
seas have not yet heard that this new magazine 
exists—and it's a certainty that they would appre- 
ciate your sharing your discovery with them. 

The Publishers will be happy to mail a copy of the 
current issue of World Report to any friend of yours, 
anywhere in the world. In sending us the names and 
addresses of your friends, be sure to tell us whether 


or not you want us to mention your name. 











Control oyer Argentine business is to 
be increased under a law proposed by 
President Juan D. Perén. To combat in- 
lation, the President is to be given power 
to fix and freeze prices and wages, to 
limit production, to close down busi- 
nesses, to take over patents and trade 
marks, to confiscate merchandise and to 
sell it retail. The law will be enforced 
with severe penalties, including prison 
terms and deportation. 
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U.S. property sold abroad as war sur- 
plus is bringing the American Govern- 
ment a return of 23 cents on the dollar, 
10 cents less than surplus property being 
sold in the U.S. So far, more than 
7,000,000,000 worth of material has 
been disposed of overseas at that dis- 
count. Some $3,000,000,000 worth of 
property remains to be sold. About one 
third of it is in Germany. In addition, 
there is the problem of disposing of 
$1,000,000,000 worth of returned Lend- 
Lease equipment and whatever repara- 
tions the U. S. may receive. 
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An increase in the price of German 
coal mined in the U.S. and British zones 
is looked for. The boost is not expected 
to increase the price of German coal sold 
abroad, but it will have an important 
effect on the entire price structure within 
Germany. Pressure for the adjustment 
arises from the fact that the cost of min- 
ing the coal now is double the fixed-sale 
price. Export coal is bought by occupa- 
tion authorities and sold at a profit of 
almost 100 per cent. The return is used 
to pay for German imports. But the opera- 
tion leaves German coal producers with 
a deficit that has to be made up by con- 
tinuous borrowing. 
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A double-drop mailbox in Norway per- 
mits separation of ma‘l addressed with- 
in a city from mail destined for out-of- 
town addresses. Similar boxes are to be 
introduced in Sweden and other countries. 
The Norwegian inventor has a world 
patent on the box. 
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Raw materials for Japan’s factories to 
aid in the manufacture of export products 
may be brought in by private business- 
men under a plan being worked out by 
occupation authorities. Thus private buy- 
ers could take cotton piece goods or raw 
cotton to Japan, sell the material to a 
Japanese textile firm through the occupa- 
tion authorities and then buy the finished 
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product for export. Allied Headquarters 
would credit the importer with the value 
of the raw cotton against the price he 
would pay for the processed goods. This 
short cut in intergovernmental transac- 
tions is expected to encourage the import 
of raw materials by giving private busi- 
nessmen two-way profits. The plan would 
also build up a reserve of dollars in Japan 
to pay for imported food. 
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Sales of Swiss textile machinery are 
booming. The Swiss sold more than $15,- 
000,000 worth of spinning and twisting 
machinery abroad during the past year. 
Overseas sales of looms in 1946 brought 
in more than $11,500,000. About $6,- 
500,000 worth of other weaving ma- 
chinery was sold by Switzerland. Knit- 
ting and embroidery equipment brought 
in $6,700,000. Sales of sewing ma- 
chines earned the Swiss about $5,400,- 
000 during 1946. 


o °o 98 


Return of business to private owner- 
ship in China is part of the present emer- 
gency program of the Central Govern- 
ment. Most important deal so far involves 
the profit-making China Textile Indus- 
tries. Seventy per cent of the control will 
be sold by the Government. Other light 
industries in line for sale include fisheries, 
tobacco companies, paper mills, power 
plants, flour mills, and edible oils, paint, 
dye and drug plants. Many of these firms 
were owned by Germans and Japanese 
before the war. The Government silk and 
salt industries also are to sell 50 per cent 
of their shares to private interests. 
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A scrap sale in the Philippines will 
make available to the highest bidder 
more than 1,000,000 tons of prime scrap 
iron and steel. The Government will 
take bids from anyone in the world. First 
consideration is to be given to the salvage 
of between 280 and 400 ships sunk in 
Manila Bay. The successful bidder must 
remove the entire hulls of the sunken 
vessels. Then other metals, including 
scrap left on battle fields, will be sold. 


o co °O 


Trade between Poland and Britain is 
to be regulated by an agreement soon to 
be signed in London. Great Britain will 
send textile machinery and dyestuffs to 
Poland in return for eggs, poultry, china, 
furniture and a limited amount of Polish 
coal. Polish shipments to Britain may run 
to $20,000,000 this year, $32,000,000 
next year and $40,000,000 in 1949. 
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Standard (il Company 


Some highlights from the Annual Report 





for 1946, which has just heen issued 


The conduct of business and the welfare of people in general are closely related here 
in the United States. That is why we publish the following summary of this com- 
pany’s annual report to its 164,000 stockholders. Put as briefly as possible, here are 
the year’s developments in our work which are of the broadest public interest. 
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THE WORLD’S NEED FOR OIL in the postwar period 
is developing even more rapidly than was expected. 
Not only in the U.S. but world-wide, demand for oil 
products in 1946 was the largest in history, exceed- 
ing even the war years’ period. The pressure of de- 
mand is being felt in all lines of the business. 


AFFILIATES OF THE COMPANY are now operating 
practically at maximum capacity—a situation pre- 
vailing throughout the industry. Needed increases 
in output can be achieved only by enlarging every 
operation from well to market. In financing these 
activities, capital expenditure in 1946 reached the 
record figure of $279,000,000. The budget for 1947 
provides for further increases. Construction of 
needed new facilities is one of the industry’s major 
tasks for the immediate future. 


NET EARNINGS accruing to the interest of Jersey 
shareholders represent a return of 11.12% on aver- 
age net worth, or 10.80% on total income of the 
Company and its affiliates. Such consolidated earn- 
ings for 1946 came to $6.50 per share of outstand- 
ing stock, a total of $177,610,000. Net income for 
the parent Company was $3.83 per share, a total of 
$104,770,000. Dividends of $3.00 per share were 
paid by the Company during 1946. 


OF TOTAL MONEY TAKEN IN from all sources by the 
Company and its affiliates, 64% was paid out for 


EUGENE HOLMAN 
PRESIDENT 
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crude oil, other materials and supplies, mainte- 
nance, direct taxes, and similar necessary expenses. 


36% REMAINED after these expenses. Of this re- 
mainder, 65% was paid to 115,000 employees, 13% 
went as dividends to the Company’s stockholders, 
16% was held for use in the business, and 6% was 
the amount applicable to minority ownership of 
subsidiary companies. 


INCREASED PRODUCTION AND SALES reflected the 
world’s growing need for oil and its products. 


‘World-wide production of crude oil by Jersey affili- 


ates increased 9.6% over 1945. Working at or near 
capacity, refineries of Jersey affiliates processed 7“ 
more oil than in 1945—producing 9% of total U.S. 
petroleum products. Sales by affiliates also reflected 
rising need for oil. With relaxation of rationing, 
there has been increased use of oil products not only 
in this country but also in most of the foreign coun- 
tries served by Jersey affiliates. 


19 OCEAN TANKERS were purchased in 1946, in re- 
placing tankers lost during the war. To promote 
greater safety at sea, three of our ships have now 
been equipped with radar and two more are being 
SO equipped. 


RESEARCH WORK during the year moved ahead, de- 
veloping better and more versatile processes and 
products. Special attention was given to develop- 
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WAGES AND DIVIDENDS 
115,000 Employees Shared 
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164,000 Owners 
Shared $82,000,000 
“ e222t0ts 
atv eeererte 
| eeeeeee? 
EACH FIGURE REPRESENTS 6,975 PERSONS, 
and the bars represent the amounts of 
income each group received from Jersey 
in 1946. The sum of $391,000,000 was 


paid to employees of the Company and 
affiliates in wages, salar‘es and benefits. 
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NET INCOME 

















THIS SHOWS THE AMOUNT OF NET INCOME 
accruing to the interest of Jersey share- 
holders during 1946. It shows also the 
proportion paid to these shareholders in 
dividends and that left in the business to 
meet future capital expenditures, etc. 




















COPIES OF THE FULL REPORT are available 
on request. Address Room 1626, 30 Rocke- 
feller Plaza, New York 20, N. Y. 





Dividends amounted to $82,000,000. 


ment of high octane gasolines to anticipate the re- 
quirements of coming higher compression automo- 
bile engines—giving greater power and increased 
miles per gallon. Semi-commercial conversion of 
both natural gas and coal into oil products has 
shown encouraging progress. 


GOOD LABOR-MANAGEMENT RELATIONS during the 
year continued the Company’s long record of indus- 
trial peace. There was no domestic strike or work 
stoppage during the year. 889% of former employees 
discharged from the armed services have returned 
to work for the Company. In addition, 11,577 vet- 
erans were newly employed by the Company. More 
than 789% of eligible domestic employees partici- 
pated in the Group Insurance Program. Employees 
saved $17,615,000 in the Thrift Plan last year, to 
which their employers added $30,329,000. 


LOOKING AHEAD, it is clear that if men, through 
science and machines, are to drive persistently 
toward better living standards for all people, vast 
quantities of oil must be found, brought to the sur- 
face, refined, and distributed to all parts of the 


MORE AND MORE 
PEOPLE 
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WIDENING OWNERSHIP OF NEW JERSEY is shown by the fact that 
the number of shareholder accounts has increased from 5,816 
in 1912 to 164,000 as of December 31, 1946. 


world. Standard Oil Company (New Jersey) is in- 
creasing substantially its activities and investments 
abroad as well as in this country. These are practi- 
cal demonstrations of our confidence that American 
enterprise can help meet the needs of people every- 
where and thereby serve the cause of lasting peace. 


STANDARD OIL COMPANY (NEW JERSEY) 
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What techniques are used by the Soviet Government to inspire fac- 
tory managers and workers to greater efforts to achieve the goals set 
in the current Five-Year Plan? How does a communistic industry get 
the greater production and higher efficiency which, in capitalist enter- 
prises, results from profit sharing, incentive pay and other induce- 
ments? To get the answers, Robert Kleiman, World Report's corre- 
spondent in Moscow, went to Stalingrad, one of Russia's greatest 
industrial centers. Kleiman’s informative dispatch, radioed from Mos- 
cow, appears on page 14. 

~ a & 

Britain’s Foreign Secretary, Ernest Bevin, whose photograph in 
natural color appears on our cover, is being criticized from within his 
own Labor Party by a group of “rebels” who accuse him of clinging 
too tightly to American coattails. Are these “rebels” pro-Russian? Are 
they anti-American? What are they seeking? A dispatch from E. J. 
Drechsel, our London correspondent, goes beneath the surface of the 
“revolt” and comes up with some authoritative answers to these im- 
portant questions. See page 10. 

a * e 

Shortages of essential commodities have been plaguing governments, 
industries and peoples since the beginning of World War II. Now, in 
some important items, the problem is changing. A dispatch on page 20 
surveys world markets in wool, rubber, wheat, tin and cotton, and 
evaluates the prospects for international co-operation to stabilize the 
intricate relationships of supply, demand, prices and distribution. A 
more detailed examination of the world-wide rubber situation appears 
in “Commerce and Industry,” on page 35. 

* + a 

When the Moscow Conference of Foreign Ministers failed to achieve 
a program for the political and economic organization of Germany, the 
U.S. and Great Britain redoubled their efforts to put the Western zones 
on a self-supporting basis. Our own reports from Berlin, London and 
Washington (see page 7) show the vital problems still to be overcome 
before Anglo-American objectives can be realized. 

- = 

In the “Texts” sections, beginning on page 39, we give the full texts 
of three important and informative documents, all bearing on one of 
the most vital aspects of world affairs. The texts are: U.S. Secretary 
of State Marshall’s report to the American people on the Moscow Con- 
ference, delivered immediately after his return to Washington. .. .. the 
address of John Foster Dulles, Republican adviser to Secretary Mar- 
shall, presenting his views on the Conference. ... . and the transcript 
of a conversation between Generalissimo Stalin and Harold E. Stassen, 
containing many expressions of Russia’s views, in Stalin’s own words. 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
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The way events are developing, these things are set: 

Greece can count on having her immediate needs met by U.S. dollars. 

Turkey is to get funds from U.S. equal to half her military budget. 

Trieste is to be helped along in the early stages of development. 

Germany, Italy, Austria will have more U.S. aid, largely foodstuffs. 

Poland and Hungary will have difficulty qualifying for U.S. assistance. 

At this time, U.S. moves to resist Russia's expansion are to be concentrated 
in the Eastern Mediterranean and in Western Europe. Partly by design and partly 
at the insistence of Congress, U.S. policy is turning out to be a selective one. 
Idea of high officials is that the U.S. will use its strength strategically, will 
be able to get results in areas that count, without endless spending. Current 
hope is that. once Russia finds the U.S. is in earnest, Russia will be reasonable. 





Out of $400,000,000 from the U.S. for Greece and Turkey: 

Greece expects to use up to $150,000,000 to arm and equip her Army. 

Greek forces, on that basis, are confident of conquering Communist enemies. 

Consumer goods to the value of $80,000,000 will be sought for civilians. 

Heavy equipment, running to $50,000,000, -is intended to restore production. 

Greek farms are to be restored and improved to the extent of $20,000,000. 

As the program for Turkey takes form: 

Modern weapons, notably mechanized equipment, are Turkey's first choice. 

Turkey's preference for planes and tanks is being urged by her officials. A 
$100,000,000 grant will be insufficient to permit road and railway building. 

Food, military equipment and a select line of industrial equipment will get 
the highest priorities. Greece is to get an additional $50,000,000 for food, 
beyond her share in the joint anpronriation. | 























The job of putting Western Germany to work is less clearly defined. Amount 
of food needed to get more production is likely to exceed first estimates. 

The U.S. wants Germany to produce goods that can be sold abroad to pay for 
needed imports. Light industry is to be given a chance to revive. 

Britain is squirming under occupation costs in Ccrmany, is making it clear 
that U.S. will be called upon to underwrite any additional pump priming. 

Even a moderate revival of Western Germany is to cost heavily in dollars. 





Frequently overlooked is this important factor underlying the United Na- 
tions approach to the problem of Palestine: 
U.N. weakness is that it can talk, but cannot act to enforce settlement. 


(over) 
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WORLDGRAM-~ (Continued) 


U.N. strength still is as a "town meeting of the world"; to argue things out; 
to focus public opinion on the bitter conflict between Palestine Jews and. Arabs. 

The big powers still will pick the winner in the Holy Land. The U.N. has no 
troops, no money with which to enforce its own decision, when reached. 

Britain wants, above all, peace and quiet in Palestine, an end to extremist 
attacks. Britain is weary of spending the money it takes to police the mandate, 
but is afraid to let go. She would like U.S. help in men and money. 

The U.S. wants an increase in Jewish immigration in Palestine, and at the 
same time to keep secure new oil interests in the Arab world. 

In the final analysis the U.N. debate only brings out the issues for all to 
sees only postpones a real showdown over Palestine's future. 

















There is a sharpening of issues that have to be faced in the Far East. 

In China, Chiang Kai-shek has set a timetable for crushing Communists. It 
is an ambitious estimate of what his armies can do by September. An analysis of 
Chiang's intentions is made in a dispatch from China on page 18. 

In Japan, General MacArthur finds economic difficulties tend to increase, 
and is developing a stern attitude toward the failure of Japanese politicians to 
curb inflation. Japanese are being warned against economic sabotage. 

In India, Lord Mountbatten is having rough going with Hindus and Moslems. 
Mountbatten, the British Viceroy, is worried about the Northwest Frontier, the 
area in India that lies closest to Russia. His fear is a civil war on the Frontier. 











To get things in Japan in perspective at this time of change: 
Inflation in prices, in food staples such as rice, is the big pressure. 
Scarce materials, including many necessities, are misused by racketeers. 
Black markets, handling over a third of the rice crop, are widespread. 
Rationing machinery is badly cracked, many official prices are ignored. 
Production of goods, notably clothing of all kinds, lags far behind demand. 
Millions of workers find living costs rising faster than their own wages. 
At bottom, the difficulty can be traced to Japanese politicians, whose weak 
and ineffective policies aimed first at keeping in power the big industrialists, 
appeasing big landlords and preserving something of Japan's "old gang." Main 
idea was that deficit spending and printing-press inflation would create a brand 
new crop of millionaires and, after all, the U.S. would be forced to send food 
and dollars. It's a line of thought that is being challenged by General Mac- 
Arthur; that now is faced with MacArthur's demands for economic reforms. 














A trend toward the moderate left appeared in Japan's: recent elections, but 
the shift was neither clear enough nor strong enough to assure major reforms. 
Socialists ran ahead for the House of Representatives, but lack control. 
Conservatives of varying shades cling to real power in the legislature. 
Premier Yoshida, despite criticism, got legislative seats for his Cabinet. 
Communist strength still is negligible in terms of popular Support. 
A_ loose coalition, a blend of all except Communists, may form a new Cabinet. 
For many Japanese, the elections were just a symbolic Step toward operation 
of a new constitution. Half of those eligible failed to vote for the upper house 
of the legislature and a fourth of the electorate failed to express a choice in 
the selection of a lower house. The Japanese masses are preoccupied with earning 
a living and are definitely not optimistic about their ability to do so. 
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ANGLO-U. S. DIFFERENCES DELAY 
RECOVERY OF WESTERN GERMANY 


Agreement on issue of centralizing 


government is made more imperative 
by deadlock of Big Four at Moscow 


Reported 


from 


BERLIN, 


LONDON and WASHINGTON 


A dispute over states’ rights is ham- 
stringing Anglo-American efforts to put 
Western Germany back on her feet. 

U.S. policy is to give individual Ger- 
man states in the American zone more and 
more power to run their own affairs. 
British preference is to centralize eco- 
nomic controls and keep them in the 
hands of military government. Now that 
the two zones are merged, the conflict in 
policies has come to a head. 

What makes settlement of the difficulty 
crucial is the failure of the Big Four at 
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COAL FROM THE RUHR: Much of it fails to reach the proper destination to produce goods for export 


Moscow to agree on an economic program 
for Germany as a whole. As the cost of 
the Moscow failure, the Anglo-Americans 
now see no alternative but to get their 
combined zones on a self-supporting basis 
in the shortest possible time. They fear 
the patient may die if they wait for all 
the doctors to agree. 


* @ A decision first must be made as to 


the powers of German states, however, if 
the new determination of the U.S. and 
Britain is to get results. A quick look at 
the way the machinery of government 


a es. 


now operates in the merged zones ex- 
plains why. 

At the top, the bi-zonal agencies and 
committees agree that 40 per cent of all 
coal, for example, should go to industries 
producing for export. These are the indus- 
tries counted on to provide the means of 
repaying Britain and America for the 
food and raw materials now being 
shipped in. 

From the bi-zonal level of government, 
the coal allocations trickle down to the 
state level. There are the equivalent of 
eight states in the two zones. State ofh- 
cials, elected by German voters during 
recent months, are supposed to distribute 
and administer the allocations. It is up to 
them to see that the export industries get 
their 40 per cent. 

At the state level, however, this re- 
sponsibility for distributing allocations 
conflicts with some other powers. Thus 
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the state economic ministries have been 
given the authority to issue permits to 
new industries. These also need coal. 
They may or may not come within the 
vital export category. 

In any case, since the economic minis- 
tries are headed by officials who owe their 
jobs to political parties struggling for 
control, it would be difficult to turn down 
applications for permits from loyal party 
members. It is easier to approve the per- 
mit for a new industry, locally, than to 
worry about a coal allocation that comes 
from a seat of authority far away. 

The result is that the export industries 
fail to get their 40 per cent of coal alloca- 
tions. Total supply is spread over more 
industries, or in different proportions, 
than the bi-zonal authorities expected. 

What happens then is that neither ex- 
‘port nor domestic industries can get 
enough coal to operate continuously. Pro- 
duction suffers. In addition, taxes are 
high and prices are artificially low. Wages 
likewise are at low levels by decree, com- 
pelling employers to pay employes in kind 
in order to keep them on the job. 

Only recourse for the industrialist, if 
he wishes to keep his labor and make a 
profit, is to go into the black market. 
Here he can barter some of his goods 
for other goods, or perhaps for currencies 
other than inflated marks. One esti- 
mate has it that 60 per cent of production 
slips outside the law. What happens to 
bi-zonal goals for exports, meanwhile, 
is of secondary interest to the individual 
producer. 

@ Urgent question before Anglo-Amer- 
ican officials in Berlin, London and Wash- 


ington, therefore, is: Who is to run 
Western Germany, and how? 

The American view has been that con- 
trol of the economy, and of the govern- 
ment, ought to be returned to the 
Germans as rapidly as they seem to be 
ready for it. There was a major proviso, 
however, that this control should not be 
centralized. It was felt that most power 
should be lodged in the individual state, 
least in any central government. 

U.S. theory is that, by increasing the 
power of each individual German state, 
there. will be less chance for a strongly 
centralized Germany to emerge after the 
Allies leave. It was a centralized Reich, 
first under the Kaiser and then under 
Hitler, that started two world wars. 
Similarly, a Germany controlled tightly 
from the center could come more easily 
under the influence of an aggressive Com- 
munist Party. 

Besides, the staff with which the Amer- 
ican Military Government must attempt 
to control the economy of Western Ger- 
many numbers only 6,000. 

The British view admits the danger of 
a strongly centralized Germany, but sees 
this as something to worry about later on. 
Unlike the Americans, the British can 
support their belief in centralization with 
a military government staff of 23,000. 

Immediate difficulty, the British point 
out, is that decentralization of authority 
in Western Germany is impeding pro- 
duction and exports. Since the merger on 
January 1, production has gone down, 
rather than up. The total output in the 
two zones last autumn had gradually 
climbed to 28 per cent of prewar. Now 
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GERMAN TOY FACTORY: It produces nonessential goods but these are exported and so provide essential 1 


it is below 30 per cent for the combined 
zones, A severe winter gets part of the 
blame, but not all. 

Hope for a sudden spurt in production, 
now that the winter is over, is dimmed by 
new shortages of food. City families in 
the British zone are getting only about 
two thirds of the official ration 1,550 cal- 
ories a day, The reason is that German 
farmers have failed to deliver according 
to plan. The black market is more pro- 
fitable for them, as it is for industrialists. 

Upshot is that the export goal for 1947 
is not likely to be met. 

According to the three-year plan put 
into effect by the Allies, German exports 
are scheduled to total $350,000,000 this 
year, and by the end of 1949 rise suffi- 
ciently above imports to make Western 
Germany self-supporting. It is on this as- 
sumption that the U.S. and Britain are 
shipping $1,240,000,000 in food and raw 
materials into Western Germany between 
the beginning of 1947 and the end of 
1949. But at the present rate of produc- 
tion inside the merged zones, repayment 
through exports looks very far off. 

@ Solution to the Anglo-American di- 
lemma over states’ rights therefore is ex- 
pected to take a form that will encourage 
production for export from Western Ger- 
many. 

Thomas F, Hawkins, staff correspond- 
ent for World Report in Berlin, radios 
that a strengthened and more centralized 


economy is almost certain to be agreed 


upon by British and American officials 
now seeking a compromise. The U. S. 
preference for states’ rights is to go into 
eclipse, at least for the time being. 
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FUTURE OF PALESTINE 
DEPENDS ON BIG THREE 


Lack of power and funds will make 
U.N. unable to enforce any decision 
in controversy over the Holy Land 


Behind the Palestine debate in the 
United Nations lie these hard facts: 

The U.N. itself can do no more than 
make recommendations to settle the 
trouble in the Holy Land. Lacking troops 
and funds beyond its own limited budg- 
et, the U. N. has no power to enforce its 
ideas for Palestine. Any action there will 
depend, as before, on what Britain, the 
United States and possibly Russia are 
willing to do to carry out U.N. recom- 
mendations. 

The creation of a U.N. investigating 
committee postpones the showdown over 
Palestine until the regular session of the 
U. N. Assembly next autumn. Arguments 
placed on the record by Jews, Arabs, Brit- 
ons and Americans are preparing the 
way. The real test is expected after the 
committee has made its report. The crisis 
is due when U. N. looks for means to en- 
force its plan for Palestine. 

@ The U.N. debate is showing what is 
involved in enforcing a settlement. 

British strings tied to her appeal for 
U. N. help in Palestine still have not been 
cut. Though the argument is now far ad- 
vanced, the British still state that they 
cannot promise to carry out a U.N. rec- 
ommendation they do not approve. 

Thus the first hard job for the U.N. is 
to draw up a program Britain can ap- 
prove. With the veto power still on the 
books, there is no way that the U. N. can 
force the British to accept a program they 
considered unworkable. 

Arab unity against a Jewish state in 
Palestine is another obstacle that the 
U.N. faces. Abdul Rahman Azzam Pasha, 
Secretary-General of the Arab League, 
is in New York directing strategy for the 
five Arab states that are members of the 
U.N. They lost their attempt to get a 
debate on immediate independence for 
Palestine. But Azzam Pasha takes the 
long view. He will bring up the Arab 
demand again next autumn. 

This unity among the Arabs means 
that the U. N. cannot make a decision 


the Arabs dislike without also providing 
for some method to enforce the decision 
on the Arabs. Though all the Arab rulers 
are anti-Communist, they still hope that 
Russia may support their cause in the 
U.N. If that does not work, the Arab 
states know that the oil wealth of their 
desert realms gives them considerable 
bargaining power in dealing with the 
U.S. and Britain. As a last resort, the 
Arabs can always appeal to Jehad, the 
holy war against the infidel, to protect 
the Arab character of Palestine. 

Zionist extremism creates another en- 
forcement problem for the U.N. 

Leaders of the Jewish groups that want 
a voice in U. N. deliberations are careful 
not to threaten use of force if they do not 
get their demands. They seek a Jewish 
state in Palestine with large-scale immi- 
gration of refugees from Europe. 

On the fringe of the Zionist move- 
ment, however, are extremist groups that 
carry great weight with the Jewish com- 
munity in Palestine. In the U.S., many 
Zionists who oppose any compromise 
with Britain make heavy financial con- 
tributions to the Zionist cause. In Pales- 
tine, the terrorist groups who are dis- 
avowed by Jewish agency leaders still 
find sanctuary in the Jewish community. 
As the British tighten their military meas- 
ures against illegal immigrants and 
against the underground terrorists, the 
number of Palestinian Jews who sym- 
pathize with the extremists tends to in- 
crease. Jewish leaders at the U. N. have 
to reckon with this pressure. 

U. S. indecision makes it hard to plan 
for enforcement measures. 

As matters now stand, no official can 
say whether the U.S. Congress would 
vote morfey or man power to enforce a 
settlement plan in Palestine. In the U. N., 
the American delegation is in favor of an 
investigation of the problem but gives 
no hint whether it will support the Arabs 
or the Jews. There is no_ indication 
whether the U.S. Congress would help 





—Acme 


ARAB STRATEGIST AT THE U.N. 
Azzam Pasha takes the long view 


relieve the pressure of immigration on 
Palestine by relaxing immigration bar- 
riers in the U.S. Other countries are 
watching to see what the U.S. does in 
this matter before setting their own poli- 
cies. 

A prime British motive in referring the 
Palestine problem to the U.N. was to 
encourage the U. S. to take a more direct 
hand in the Holy Land. It is too early for 
officials to know whether this purpose 
has been served. 


@ U.N. can recommend any one of a 
number of solutions, though enforcement 
is another matter. 

Independence is what the Arabs want. 
With a 2-to-1 majority in the population, 
they would control the country. The 
Jews, however, would certainly resist. 

A Jewish state in a part or all of Pales- 
tine might satisfy Jewish leaders. The 
Arabs, however, show no signs of relax- 
ing their opposition to any such surgical 
operation on Palestine. 

Several compromises are available. A 
federated Palestine with local autonomy 
for Jewish and Arab areas would leave 
the British in top control. Neither Arabs, 
Jews nor U.S. officials like this idea. It 
is Britain's own proposal. Partition of the 
country into independent Jewish and 
Arab states, while it might be acceptable 
to Jewish leaders, is opposed by Jewish 
extremists and also by the Arabs. 

International control of Palestine, un- 
der which the country would be run like 
the Free State of Trieste, might be tried. 
For Britain and the U. S., however, such 
a project has one major defect: It would 
be an invitation to Russia to take a hand 
in governing Palestine. 

After a recommendation is voted bv 
the U. N., the enforcement question will 
have to be faced. That is when the real 
showdown over Palestine is expected to 
take place. 
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LABOR REBELS ATTACK 
BRITAIN’S JUNIOR ROLE 


Opposition to Bevin capitalizes on 
Wallace’s tour to urge regaining 
of balance of power on Continent 


Reported from LONDON and WASHINGTON 


Rebels in Britain’s Labor Party are 
urging Foreign Minister Ernest Bevin to 
divorce British policy from that of the 
United States in order to recapture con- 
trol over the balance of power in West- 
ern Europe. 

This now appears as an underlying 
motive beneath the left-wing attacks on 
Bevin. It is argued that only by an inde- 
pendent course can Great Britain resume 
her traditional role on the Continent. 
A junior partnership with either the 
U.S. or Russia would involve England 
in the struggle between the Big Two, to 
the detriment of British relations with 
the nervous nations of Western Europe. 

It was into this complicated maneu- 
vering that Henry A. Wallace, former 
Vice President of the United States, 
walked during his recent speaking tour 
of Britain. The suspicion is dawning 
that the rebel Laborites have capitalized 


on the Wallace visit in a way that Amer- 
ican observers have overlooked. 

Now Wallace is embarking on a tour 
of the U. S., in opposition to the program 
of President Truman for aid to Greece 
and Turkey. Bevin, on the other hand, 
supporting the Truman program, is to 
be on the receiving end of a new on- 
slaught of criticism from the left-wingers 
when the Labor Party holds its 46th an- 
nual conference at Marsgate this month. 
@ Immediate aim of Bevin's critics in 
Britain has little in common with the 
long-range aspirations Wallace talks 
about. E. J. Drechsel, staff correspondent 
for World Report in London, after inter- 
viewing some of the leading rebels de- 
scribes their hopes this way: 

They want Britain, first af all, to escape 
from the position of an American satellite. 
Then they would have Britain’s Socialist 
Government form new and close ties with 
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BRITAIN’S POLITICAL REBELS SAW AN OPENING 
Henry Wallace tells a British audience what he doesn’t like at home 
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the Socialists in France, the Low Coun- 
tries, Italy, Scandinavia and Germany. 
These strengthened links would be eco- 
nomic as well as political. As a’ result, 
England would once more be in the po- 
sition she occupied for hundreds of 
years, that of controller of the balance 
of power in Western Europe. 

To achieve this position, however, Brit- 

ain would have to prevent either Russia 
or the U.S. from carving out spheres otf 
influence in the countries west of Berlin. 
This means a British policy dependent 
on neither of the Big Two. It calls for a 
tight alliance with France, where the 
Socialists are in danger of being ground 
between the Communists on the left and 
the De Gaullists on the right. A victory 
by either of these extremes would swing 
France away from Britain. 
@ The quarrel with Bevin is more over 
questions of tactics than of final aim. 
Presumably Bevin would like to see Brit- 
ain regain her role on the Continent as 
much as his critics would. What they 
dissent from is Bevin’s view that Britain’s 
weakness compels the United Kingdom 
to lean on the United States. 

Drechsel reports that the left-wingers 
in the Labor Party see their nation’s 
weakness as a source of strength. They 
reason that Britain’s pre-eminence as an 
importer, traditionally the world’s best 
customer, will count heavily when export- 
ing nations begin to stagger under sur- 
pluses. And they argue that the British 
Isles are much too important to the 
United States as a political and strategic 
outpost to be ignored. 

Temporarily, the rebels admit, Britain 
is dependent on America for economic 
help. For that reason, they privately ex- 
cuse Bevin for his failure to criticize U. S. 
policies on Greece, the Middle East, or 
Soviet Russia. But the left-wingers intend 
to keep pushing publicly for Socialist 
policies in these areas as soon as the 
relationship with America permits. 

@ The Wallace tour of Britain thus is 
having repercussions quite different from 
those most publicized in the U. S. 

Typical American assumption has 
been that Wallace spoke in England in 
order to be heard more clearly back 
home. 

British left-wingers inform World 
Report's correspondent in London, how- 
ever, that they arranged the tour, and 
helped Wallace prepare his speeches, 
for a purpose more important to them. 
Their aim was to get publicity and a 
larger audience for their own views. 
Most urgent among their ideas, if not the 
most obvious, is the proposal that Britain 
must find a way to regain the balance of 
power in Western Europe. 
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DE GAULLE TRIES TO RALLY FRANCE 
INTO ANTI-COMMUNIST CRUSADE 


General hopes to unite nation behind 
his campaign for stronger executive. 
Movement threatens coalition system 


Reported from PARIS and WASHINGTON 


Gen. Charles de Gaulle now is trying 
to unite Frenchmen in an anti-Commu- 
nist movement. He calls it the “Rally of 
the French People.” 

His followers say that De Gatille hopes 
to bring France into line with President 
Truman’s policy of resisting Russia's ex- 
pansion, His opponents say he is wreck- 
ing the new France. 

De Gaulle’s prestige as the wartime 
leader of the Fighting French is enor- 
mous. His emergence as a peacetime 
leader of anti-Communists opens a new 
era in French politics that may have 
world-wide repercussions. 

What De Gaulle wants is a strong gov- 
ernment with.a strong executive elécted 
by the people. Because he would exclude 
French Communists from the Cabinet, his 
movement has become a national issue. 
The Communists are the largest single 
party in France. 

@ The De Gaulle issue threatens to 
undermine the whole structure of govern- 
ment in postwar France. Since liberation, 
France ha¢ been governed by coalitions, 
on the theory that Communists and non- 
Communists must get along together. 

Unity of the three major parties on 
such issues as economic recovery has en- 
abled France to make much progress. 

Communists, in control of labor, have 
kept down strikes and have made it pos- 
sible to exceed the prewar output of coal 
in French mines. 

A Socialist ex-Premier visited the 
United States in order to get loans es- 
sential to recovery. 

A Catholic liberal at the Moscow Con- 
ference of Foreign Ministers got the U. S., 
Russia and Britain to promise France 
more coal from Germany. 

Disunity now is threatening recov- 
ery. The parties disagree on the policy 
to be followed in Indochina, where 
colonial war rages, and in North Africa, 
now seeking independence from France. 

Wage issues also divide the parties. 


Communist power in France is based on 
the Party's control of organized labor. 
In the Cabinet, Communists approved 
a ban on wage increases to prevent in- 
ation. In the nationalized Renault fac- 
tory, however, the Communists are 
supporting a strike of auto workers seek- 
ing higher pay. This produced a Cabinet 
crisis, 

At the bottom of such crises is the strug- 
gle between Communists and anti-Com- 
munists. The conflict emerges clearly in 
French reaction to President Truman’s 
policy of aid to Greece and Turkey as a 
means of blocking “Russian expansion. 
French Communists and Socialists con- 
demn the U.S. move; Catholic liberals 
applaud it. 

Compromise, seldom satisfactory to 
any of the three parties, is the usual out- 
come of political deadlock. Delays before 
a compromise weaken France. 





The alternative, offered by De Gaulle, 
is not merely government without the 
Communists, but government against the 
Communist Party. 

De Gaulle now is stumping the coun- 
try. He plans to speak in Marseille, in 
Bordeaux and other cities. His campaign 
is timed so that a Paris speech will come 
on June 18, anniversary of the day in 1940 
when, from London, he appealed to de- 
feated France to rise and fight the Ger- 
man conquerors. 

As De Gaulle sees it, only a fraction of 
the 5,000,000 Frenchmen who voted for 
Communist candidates would support 
strikes led by Communists if it could be 
shown that the walkouts were purely 
political. 

The Communists themselves claim 
only 1,300,000 members. De Gaulle be- 
lieves Communist membership would 
fall to a few hundred thousand if enough 
non-Communists, irrespective of party af- 
filiation, could be won to a platform of 
patriotism. 

De Gaulle, sometimes called arrogant 
and inept, seldom is accused of false 
modestv. He believes that he must, like 
Joan of Arc, try to restore France to 
greatness. Opposition newspapers call 


him “Joan de Gaulle,” but such ridicule 
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MORAL SUPPORT AT STRASBOURG 
U.S. Ambassador Caffrey (left of Gen. De Gaulle) at new movement's birth 
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~French Press and Information S°rvice 


“LE GRAND CHARLIE” as World 
War I poilus called him, fought at 
Verdun, later won Croix de Guerre. 





~French Press and Information Service 


GERMAN SURRENDER in 1945 was 
announced by President De Gaulle to 
the Provisional Consultative Assembly. 


has failed to destroy the confidence mil- 
lions of Frenchmen have in De Gaulle’s 
mission. 

@ “De Gaullism” is a personal move- 
ment, and can be judged only through 
the career and character of the man who 
leads it. 

To be with the victors of World War 
II, De Gaulle left a France beaten and 
»verrun by Germans to found the Fighting 
French movement in London. He was a 
general of division, one of many. Few 
Frenchmen knew he had conceived the 
armored division, which the Germans 
made their own while French politicians 
rejected it. Few knew of his one-man 
struggle to keep France in the war even 
as the armistice was being negotiated. 

From London, De Gaulle hammered 
away on the theme that France, to sur- 
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BASTILLE DAY, 1940 found General De Gaulle in London, rallying all French- 
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men to the Cross of Lorraine. He rejected the Bordeaux armistice, in his now fa- 
mous resistance broadcast: ‘‘France has lost a battle: France has not lost the war.” 
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TEMPORARY ECLIPSE came on Jan. 20, 1946. De Gaulle resigned as Provision- 


al President of France in protest against the ——, to constitutional-provision 
for a strong executive. Sure he would be vindicated, he retired within easy reach. 


vive, must stand with the Alles and 
organize a “resistance” against the Nazis. 

Now there is a parallel. De Gaulle 
wants to forge all Frenchmen into a resist- 
ance against communism, which he feels 
will lose the struggle for world power. 

To keep France free of dictatorship, 
De Gaulle agreed after the liberation to 
be Provisional President of France, but 
he kept clear of party alliances. 

As a symbol, De Gaulle’s pride in being 
French did much to help Frenchmen re- 
cover from the shame of defeat. The 
world marveled at his arrogance when 
he accepted U. S. and British recognition 
of his government-in-exile with the re- 
mark: “The French Government is nat- 
urally pleased at being called by its right 
name. But the remark helped the French 
gain new confidence. 


Today he does not claim, but assumes, 
that his movement has U. S. support. He 
is identifying his view of world affairs 
with the Truman doctrine; his followers 
made the most of the fact that U.S. Am- 
bassador Jefferson Caffrey appeared with 
him last month at Strasbourg where De 
Gaulle formally announced his new move- 
ment. Caffrey was representing the U. S. 
at ceremonies commemorating the lib- 
eration of Alsace, but by many French- 
men his presence was interpreted as 
demonstrating U.S. approval of De 
Gaulle. 

To make France strong, De Gaulle is 
campaigning for a new constitution pro- 
viding for a strong executive elected di- 
rectly by the people instead of by the two 
houses of parliament. 

He quit as Provisional President in 
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SYMBOL OF RESISTANCE, De Gaulle organized the Free 
l'rench forces in England and North Africa. Alliance with 
Giraud gave birth to the Committee of National Liberation. 
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TENTATIVE RETURN followed in October. The aloof 
General took time off from his memoirs to attack the 
proposed constitution. It was approved in a close vote. 


January 1946 because he could not stop 
the bitter quarrels of political leaders. 
From retirement he watched with ap- 
proval as Frenchmen rejected one draft 
for a constitution, Publicly, he urged the 
nation to reject a second draft as too 
weak, This draft was accepted by 9,- 
000,000 voters. But 8,000,000 Frenchmen 
voted against it, and 8,000,000 more 
ignored it by failing to vote. De Gaulle 
saw this as a victory. 

€) The way to power that De Gaulle has 
chosen is a political route, though he 
denies it. He says he wants to influence 
public opinion; he denies that he aspires 
to personal leadership. 

The new movement appeals to thou- 
sands of young Frenchmen of all parties. 
Many are barred from office by the party 
machines. Communist Party members 
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usually are denied a place on the ballot 
until they have served five years in the 
rank and file. Socialists pick candidates 
from members who have been three vears 
in the party. De Gaulle’s “Rally of the 
French People” offers opportunity to new 
leaders. 

Anticommunism now attracts many 
Frenchmen who once thought it possible 
to co-operate with Communists. Among 
organized labor, strikes against Commun- 
ist leaders began last year and are con- 
tinuing. Socialists, who once refused to 
join any government that shut out Com- 
munists, now see a chance to recapture 
leadership of labor through an anti-Com- 
munist government. 

The ~ sger to France in De Gaulle’s 
moveu.2nt is that it may lead to the very 
civil war he wants to avert. 
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LIBERATION DAY in 1944 brought De Gaulle, on foot 
and unguarded to Notre Dame. Unafraid of snipers still 
battling in the streets, he walked down the Champs Elysées. 
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FULL-THROATED ATTACK now occupies De Gaulle 
again. Believing that France is reverting to prewar insta- 
bility, he is rallying followers to a “renewed republic.” 


‘ + 

Frenchmen are worried by the tend- 
ency of De Gaulle’s followers to imitate 
slavishly his two-armed salute. Many 
De Gaullists are embarrassed to find 
among their supporters such notable 
extremists as Admiral Thierry d Argenlieu, 
whose policy of armed rule in Indochina 
led to his recall from that colony. 

A new trend now is sweeping France 
as a result of De Gaulle’s appearance in 
politics. Catholic liberals who reject De 
Gaulle are urging reforms in_parlia- 
mentary procedure to meet his criticisms. 
Socialists are considering constitutional 
changes recommended by De Gaulle. 

De Gaulle’s movement may not 
achieve all of its aims. But his activities 
are turning many Frenchmen away from 
the French experiment of government by 
Communists and non-Communists. 
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SOVIETS SHARE PROFIT 


TO SPUR PRODUCTION 


Workers as well as plant executives 
benefit whenever factory earnings 
gO above mark set in Five-Year Plan 


Reported from STALINGRAD 


A Government system of incentive pay 
and profit sharing is: being used by Rus- 
sia to push her industrial plants toward 
prewar levels of production. 

Plant executives and workers with 
good records for individual productivity 
benefit when plant profits go above the 
mark set by the Soviet Five-Year Plan. 
Under this system, Russia is placing 
heavy reliance on the skill and initiative 
ot her plant directors in the battle for 
industrial recovery. 

Stalingrad’s factory directors, like 
those in the rest of the country, are 
mainly engineers and technicians. Most 
of them are young and vigorous, Soviet 
trained. The pay and other rewards of 
their jobs show that the Government 
considers them among the country’s most 
valued citizens. 

How Russia’s bombed-out plants are 
being rebuilt, reconverted and hurried 
into production under intensive Govern- 
ment planning are analyzed in the fol- 
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RUSSIA’S INDUSTRIAL ELITE: A factory director 


lowing dispatch from Stalingrad by Rob- 
ert Kleiman, World Report staft corre- 
spondent in Russia: 

In some ways the position of a factory 
director in Stalingrad today is similar to 
that of the salaried manager of a single 
plant within the structure of a large cor- 
poration in the U.S. But there are im- 
portant differences, particularly in the 
relations of the factory director with the 
Communist Party organization within his 
plant. 

@ Plant operations in Russia follow this 
pattern: 

Soviet factory director is assigned out- 
put goals by the Government department 
for his industry, which functions like a 
parent corporation. But he has a rela- 
tively free hand in organizing and sched- 
uling production to meet these quotas. 
His operations are measured by a de- 
tailed system of cost accounting, and he 
is awarded substantial bonuses if he re- 
duces costs below those originally esti- 














mated, or if he fills his quotas ahead o! 
schedule. 

Production quotas are set up in the 
Five-Year Plan and revised annually for 
the year ahead. These annual quotas 
remain fixed even when deliveries of 
building supplies or raw materials, ovet 
which the plant director has no control, 
fall below schedule. This system places 
a premium on ingenuity and improvisa- 
tion. 

What this means can be seen in Stalin- 
grad’s two largest plants, both now 70 
per cent rebuilt. They are the Red Octo- 
ber steel plant and the Djerjinsky tractor 
plant, which has been reconverted from 
wartime tank production. 

The tractor plant’s director, Lavrenti 
Makoyed, found that shortages of build- 
ing materials made it impossible last year 
to restore the main shops, as planned. 
The plant was scheduled to produce 
10,000 tractors in 1945-46, but the out- 
put date for tractor No. 10,000 had to be 
advanced to mid-April this year. 

By March, however, Makoyed could 
announce that the plant had reached its 
1947 goal of 35 tractors a day, 79 per 
cent of prewar production. He now ex- 
pects to meet his quota of 50,000 trac- 
tors by 1950. 

In contrast, the neighboring Red Oc- 
tober steel plant, which provides most 
of Makoyed’s steel, has been able to say 
that it has kept its reconstruction and 
production ahead of schedule. Abnormal 
snowfalls last winter cut coal deliveries 
25 per cent in one month. But engineers 
under Plant Director Pavel Matevosyan 
worked out a number of economies so 
that he could show that produetion was 
maintained near capacity despite the dif- 
ficulties and say that the lost output was 
made up in the month that coal losses 
were made up. 

Matevosyan is a graduate of the Len- 
ingrad Metallurgical Institute. When the 
Germans reached Stalingrad he was the 
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plant's chief engineer. The plant was 
completely destroyed in battle. When 
Stalingrad was liberated in 1943, Mate- 
vosyan, then 36, was appointed director 
of the plant and instructed to rebuild it 
into Russia's biggest producer of alloy 
steel. 

Plant construction at the Red October 
mill is Matevosyan’s responsibility, but 
he orders machinery through the Min- 
istry for the Iron and Steel Industry, 
which makes purchases for all the coun- 
trys steel plants. Funds spent for this 
purpose go on the books as the plant's 
capital investment. 

Working capital is advanced by the 
state bank at 2 to 4 per cent interest. 
During the initial reconstruction period, 
the bank also provided special subsidies 
to cover operating losses. Now, however, 
the plant is expected to pay its own way. 

Profits made by the plant fall into two 
categories: planned profits and_ profits 
above the plan. Russia’s over-all eco- 
nomic plan sets the steel price at a level 
that gives Matevosyan’s plant a planned 
profit after payment of labor and mate- 
rial costs, plus deductions for deprecia- 
tion and other overhead. Ninety-five per 
cent of the planned profit goes to the 
Government. Five per cent remains in 
a special director’s fund. 

If output is increased above the plan, 
or if costs are cut below original esti- 
mates, the factory's profits will be higher 
than planned. Of these profits above the 
plan, 25 per cent goes to the state. 

The director's fund, composed of these 
two profits, is controlled jointly by the 
plant director, the trade union and the 
plant's Communist Party unit. It is used 
for special bonuses for workers and engi- 
neers. It provides prizes for inventions 
of new production techniques and 


finances vacations and improvements in 
the plant canteens and recreational fa- 
cilities. 

Under this system the fund provides 


the plant's workers with a collective in- 
centive, as well as an individual incen- 
tive, for efficiency. Profits above the plan 
also serve as a measure of management's 
skill and provide a basis for calculating 
the plant director's personal bonus. 

Here is an example of how this system 
works: 

Makoyed, director of the tractor plant, 
said his plant in March held production 
costs 35 per cent below the amount al- 
lowed by the plan and increased profits 
5 per cent-above the plan. His March 
bonus was equal to his monthly salary 
of 3,000 rubles. This figure cannot be 
translated into dollars, since the ruble 
has varying real values, depending on 
what is bought with it. But workers in 
the Red October plant average 1,200 
rubles a month. Engineers average 2,000. 
Makoved’s March income was 6,000. 

All this is part of a planned system of 
wage differentials used by the Soviet 
Government to encourage individual ini- 
tiative and increase prodnaction. Most 
workers in Stalingrad and elsewhere are 
paid on a piecework basis, earnings being 
linked directly to output. Supervisors get 
other rewards. Factory managers, for 
example, get the largest food ration, that 
of a heavy worker. They get special 
orders for the purchase of extra clothing 
at the low ration prices and receive 
choice housing. Sometimes they receive 
cars. ° 
@ Communist Party maintains a unit in 
each plant. The plant director is the top 
man in management but not in the Com- 
munist Party unit. A Party secretary 
holds this job. 

Almost 50 per cent of the employes of 
the Stalingrad tractor plant are members 
ot the Communist Party, a surprising 
figure since the proportion of Commu- 
nists in industry and Government for 
the country as a whole probably is less 
than 20 per cent. 

In the tractor plant at Stalingrad, the 
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Djerjinsky tractor plant is 70 per cent rebuilt and these tractors are coming off the line at 70 per cent of prewar volume 


Party secretary has a position of equality 
with the plant director and is not subject 
to the directors authority. 

The plant director was appointed to 
his job by the Ministry of the Agricul- 
tural Machinery Industry. He has full 
responsibility for directing operations of 
the plant. 

The Party secretary was elected by 
Party members in the plant. His re- 
sponsibilities relate to plant morale, to 
the political education of the workers. 
It is a part of his job to build up the 
workers’ enthusiasm for fulfilling the 
plant’s share of the Five-Year Plan. 

Vitor Kazhdan, a 37-vear-old engineer, 
has been secretary of the Party unit in 
the tractor plant for about 18 months. 
Elections, he said, are held every year. 
Voting is by secret ballot among the 
plant's Communist Party members. The 
secretaryship is a full-time job. The 
worker elected to the secretaryship re- 
signs his job in the factory. He draws 
his pay from the Communist Party while 
he holds office. 

What happens when the plant di- 
rector and the Party secretary disagree? 

This happens rarely, Kazhdan told the 
World Report correspondent. The plant 
director is a member of the Communist 
Party, and, if the plant is not run efh- 
ciently, he can be criticized by the Party 
organization. 

In case of major disagreement between 
the two officials, each has authority to 
refer a disputed matter to higher levels, 
working through his own channels. The 
plant director would address his side of 
the argument to the Ministry that em- 
ploys him. The Party secretary would 
present his side, through channels, to 
the Central Committee of the Communist 
Party. 

Thus, a decision on such disagree- 
ments would be reached in Moscow, ar- 
rived at by the top levels of the Soviet 
Government and the Communist Party. 
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DROP IN COFFEE PRICES 
GIVES BRAZIL JITTERS 


Break in speculative market shakes 
economy already hurt by inflation, 
deficit, unfavorable trade balance 


Brazil is getting treatment for a case 
of economic jitters touched off by price 
breaks in the speculative market for 
coffee. The Government is applying reme- 
dies it hopes will stabilize the coffee trade 
and thus steady the country, now shaken 
by a variety of stresses. 

@ The break that started the current 
attack of jitters sent coffee prices on fu- 
tures markets down about one third. 
Market authorities believe speculators, 
taking advantage of the end of U. S. con- 
trols, pushed prices too high. Coffee 
stocks, meanwhile, accumulated in the 
U.S. Hence, prices crumbled when large 
amounts of surplus coffee bought up from 
the U. S. Government by private operators 
were dumped on the New York market. 
Speculators, both inside and outside 


Brazil, suffered severe losses. The futures 
market at Sao Paulo closed temporarily. 
Fright spread throughout the coffee trade 
and extended to other circles in Brazil. 
Cash prices of coffee declined moderately. 
These developments have alarmed a 
population already worried over eco- 
nomic conditions. 
@ Inflation is making it hard for the 
average Brazilian to make a living. The 
accompanying chart, based on the Bra- 
zilién Government's records, shows that 
living costs are more than double what 
they were before the war. Actually, the 
increase is far greater than that. Many 
necessities are selling for five or six 
times as much as they did in 1939. 
Shortages of some foods and neces- 
sities aggravate the inflation. The Govern- 
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ment has failed to shut off black markets. 
The amount of decent housing available 
at reasonable rentals does not meet the 
demand. Building costs are prohibitive. 

The prevailing level of profits, several 
times gs high as in the U.S., helps to 
keep prices up. : 

Wages have risen, but not enough to 
keep up with prices. Biggest increases 
probably have been in Sao Paulo, where 
industries are growing and the labor 
market is strong. Yet even in Sao Paulo, 
wages have failed to keep pace with the 
cost of living. 

Speculation is widespread. Brazilian 
capitalists have poured millions of dollars 
into the building of high-priced apart- 
ment and office buildings. 

Banks that sprang up during the boom 
times of the early “40s have furnished 
much capital for this speculative building. 
Brazilians are afraid that a down turn in 
values, even if mild, would wipe out many 
of these banks and that older banks would 
be dragged down with them. 

A recession is feared. Buyer resistance 
to high prices is becoming apparent. Dur- 
ing the first quarter of this year, business 
activity fell off to a point 10 per cent 
below normal for that period. Inventories 
of cotton textiles are beginning to pile up. 
Unemployment is beginning to appear. 

This trend, if it were to gain enough 
momentum, could develop into a full- 
dress depression. 

Chronic deficits in the Government 
budget add to the economic troubles. For 
years, the Government has met deficits 
by printing paper money. 

Now the amount of paper in circulation 
has reached astronomic size. The Govern- 
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ment has begun to burn paper money. 
But economists view this remedy as being 
more spectacular than effective. They 
believe the only cure is a balanced budg- 
et. President Eurico Gaspar Dutra has 
started in this direction. He promises to 
make income equal outgo next year. But, 
meanwhile, vast amounts of paper money 
aggravate inflation and make Brazilians 
doubt their Government's solvency. 


Trade with the U.S., normally favor- . 


able, is running against Brazil. For Bra- 
zilians are eager to buy the things the 
U.S. could not sell them during the war. 
In February, Brazil's purchases from the 
U.S. were $18,634,000 larger than pur- 
chases of the U.S. from Brazil. 

To curb this trend and to conserve dol- 

lars, the Government is applying strict 
controls on purchases abroad. 
@ Government action in an attempt to 
restore public confidence and to prevent 
panic in the coffee trade is taking these 
torms: 

Big stocks of coffee owned by the 
Brazilian Government are being held off 
the market. 

Loans by the Bank of Brazil, at a figure 
that will prevent collapse of cash prices, 
have been authorized. 

Sales to Britain, normally a good mar- 
ket, are being resumed. Sales were sus- 
pended early this year because Brazil 
refused to accept payment in sterling. 
Now she is accepting sterling. 


Movement of coffee to Santos, largest. 


coffee port in the world, has been halted. 

Overtures are being made to Colombia, 
second only to Brazil as a coffee grower, 
for an arrangement to protect prices from 
speculative attacks. 
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The coffee trade is considered basically 
sound. Speculators were the chief losers 
from the price break. Demand for coffee 
is good. Brazil will be able to sell her 
current crop easily. And prices are ex- 
pected to be higher than those in effect 
while the U.S. had controls. 

@ Other brakes are counted on to hold 
back an economic crack-up: 

Exports from Brazil now are diversi- 
fied. Formerly, coffee sales were virtually 
the sole mainstay of the economy. Now 
coffee, although important, is only one 
of many exports. Waxes, oils, minerals, 
woods and textiles give wide variety to 
the export picture. Even if the bottom 
were to drop out of*the coffee market, 
Brazil would have overseas income. 

Brazil owns gold, dollars and sterling 
worth $700,000,000, as against $50,000, - 
000 in 1939. The equivalént of about 
$275,000,000 of her present holdings are 
sterling balances frozen in London. Bra- 
zilian officials consider they should main- 
tain a reserve of $300,000,000 in hard 
currencies. In her present condition, 
Brazil could survive a considerable pe- 
riod of unfavorable balance of trade, 
even if controls proved ineffective. 

‘With these holdings, Brazil can buy 
the transportation equipment that she 
needs to link her producing and consum- 
ing areas. She can get machinery to mod- 
ernize her agriculture and her industries. 

Prices of many commodities can be 
cut, if needed, without wiping out profits. 

Economists and businessmen feel that 
Brazilians have reasons for being jittery. 
But they doubt that the drop in specula- 
tive prices of coffee will have a lasting 
ill effect. 
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CHIANG SEEKS CLIMAX 
IN CHINA’S CIVIL WAR 


Generalissimo anticipates clear-cut 
military victory by September, but 
neutral observers are skeptical 


Reported from NANKING and WASHINGTON 


Generalissimo Chiang Kai-shek now 

believes that the climax is drawing near 
for his long years of warfare with the 
Communists. He has set September as 
the deadline for conclusion of formal 
civil war in North China and is counting 
on U.S. dollars, arms and ammunition 
to help meet his schedule. 
q Chiang’s timetable. calls for a series 
of large-scale military operations intend- 
ed to give him clear-cut control of the 
vital Peiping-Hankow and Tientsin-Nan- 
king railways within the next five 
months. 

Next step is to defend the railways 
from Communist guerrillas and to con- 
fine the Communists in Manchuria by 
holding a line south of the Sungari River. 
The Generalissimo feels that if his ob- 
jectives are attained the Communists 
will be more receptive to the National 
Government's peace overtures. 

Neutral military observers in China 

are inclined to consider Chiang’s time- 
table highly unrealistic, but they concede 
that he has an outside chance of success 
if sufficient material assistance is forth- 
coming from*the U. S. 
@ U.S. aid for Chiang’s forces is being 
increased. A shift now is apparent in the 
U.S. policy which, for several months, 
has been to play down any help being 
given the Nationalist forces. ‘ 

Ammunition again is being supplied to 
the Chinese by the U.S. This is all- 
important because reserves are running 
low and China’s war industries cannot 
come close to filling the needs of her 
Army of 4,000,000 men. 

Frank Rounds, Jr., World Report's 
staff correspondent in China, says the 
U.S. Marine Corps is turning over most 
of its ammunition in China to Chiang’s 
Army. 

“Although not a great prize by U.S. 
standards, these supplies represent an 
enormous immediate help to Chiang,” 
says Rounds. “The ammunition involved 
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is in 35 separate dumps in the Tangku 
area and includes millions of rounds of 
shells, grenades, bombs and rockets. 

“A very small quantity of ammunition 
is being kept by the Marines but the 
vast majority.-is being turned over to 
the Chinese Nationalists, who definitely 
will be able to use it. 

“U.S. military authorities say the 
transfer of the ammunition dumps to the 
Nationalists was precipitated by a Com- 
munist raid April 5 in which 5 marines 
were killed and 16 wounded. Neverthe- 
less, the transfer was timed with the 
recent visit to China of Admiral Louis 
Denfeld, commander of the U.S. Pacific 
Fleet, and is interpreted here as a sig- 
nificant change in U.S. policy.” 

Naval vessels, in large numbers, are 
being turned over to the Chinese by the 
U.S., and American sailors are being 
assigned to train the Chinese crews. 

Congress authorized transfer of these 
surplus vessels last July but President 
Truman withheld formal action until last 
month. His executive order specifies that 
the transfer of the 271 small craft can be 
halted if at any time Secretary of State 
George C. Marshall finds the program 
is not to the public interest. 

Military advisers, supplied by the U. S., 

still are very much in evidence in China, 
although after Marshall's departure there 
was a noticeable decline in publicity of 
the activities of this group. The U.S. 
Army's advisory group is carrying out a 
reorganization of the military machine 
of Nationalist China. 
@ Obstacles, nevertheless, threaten to 
disrupt Chiang’s timetable despite his 
prospects of renewed help from Wash- 
ington. Some neutral observers feel that 
Chiang is undertaking more than he can 
handle. They attribute the Nanking Gov- 
ernment’s recent capture of Yenan, head- 
quarters of the Communists for the past 
13 years, to an inflated confidence in the 
ability of its armies. 


CHIANG KAI-SHEK 
The odds are against his timetable 


~Acme 


A formidable foe still opposes the 
Generalissimo’s forces. The Communists 
are escaping Nanking’s main blows with- 
out serious losses in man power. They 
are merely moving into other areas where 
Chiang’s forces must do the job all over 
again if any decision is to be reached. 

Many of Chiang’s victories of 1947 
have been of a hollow nature since the 
Communist forces were not even 
touched, let alone destroyed. Therefore, 
Chiang is up against a problem similar 
to the one the Japanese encountered 
when they tried to conquer his country. 
Fighting the Communists is much like 
punching a_ pillow because’ when 
Chiang’s armies hit one spot the Com- 
munists pop up at another. 

Mounting inflation is weakening pub- 
lic support of the war against the Com- 
munists. The latest drastic slump in the 
already nearly valueless Chinese dollar 
can be attributed at least partially to 
military reverses. Communists can con- 
tinue local offensives that will cause fur- 
ther financial troubles for the Nationalists. 

Guerrilla warfare, on a large scale, is in 
prospect in North China for a long period 
even if Chiang’s forces should achieve 
control of the main railways. It will 
require many divisions to guard the 
thousands of miles of track. These big 
garrisons will weaken the Nationalist 
forces in other sectors, such as Man- 
churia, where there has been little 
change in the lines during the past year. 

With these things confronting China, 
there is considerable skepticism concern- 
ing Chiang’s prospects of a clear-cut vic- 
tory by as early as September. He may 
get more U.S. assistance for his armed 
forces, but it still is the opinion of many 
neutral military observers in China that 
under present conditions a conclusive 
military decision cannot be reached in 
China this year. 
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PORT DELAYS HIT TRADE 
WITH LATIN AMERICA 


Inefficiency and lack of equipment ~ 
Cause increase in shipping rates, 
higher cost for imports from U.S. 


Reported from 


BUENOS AIRES, 


RIO DE JANEIRO and WASHINGTON 


Congestion in Latin-American ports 
is throttling the record trade of the U. S. 
with her neighbors to the south. 

Ships laden with badly needed goods 
from the United States are being forced 
to wait weeks before they can dock. 
Unloading is slow and inefficient. As a 
result, steamship owners are finding it 
necessary to raise rates in order to make 
up for the time their vessels waste in 
many of the most important ports of 
Latin America. 

Effects of the port bottlenecks and of 
increased shipping rates are to restrict 
trade and to increase the price of im- 
ported goods to consumers. Meanwhile, 
merchandise awaiting shipment to Latin 
America is piling up at U.S. terminals. 
@ Port delays are caused by these 
factors: 

The volume of goods that the U.S. is 
sending to Latin America far exceeds the 
traffic that ports were intended to handle. 
End of the U. S. maritime strike last year 
aggravated conditions by releasing a 
Hood of pent-up tonnage. 

Equipment for loading and unloading 
cargos is old and broken down. Repairs 
and new equipment are hard to get. 

Labor frequently is inefficient. 

Administration often is bureaucratic 
and incompetent. 

Customs procedures are slow. Fre- 
quently it is necessary to bribe petty 
officials to speed up the clearance of 
merchandise. 

Warehouses on docks are jammed with 
goods that should be moved. Owners 
leave the goods there because storage 
elsewhere would be more expensive. 

Railroad facilities, in many cases, are 
inadequate. 

@ Worst congestion is occurring in At 
zentina, Brazil and Venezuela. Steam- 
ship lines operating to the United States 
have imposed surcharges of 20 to 35 per 
cent because of the time their vessels 
have to wait in the principal ports of 


these countries and on the west coast of 
Colombia. 

“Argentina's great port of Buenos Aires 
has one of the world’s biggest traffic 
jams, reports Bernard S. Redmont, staff 
correspondent of World Report, in a 
dispatch from the Argentine capital. 

“Scores of vessels now arriving will 
have to anchor in the roads and take 
their turns waiting for berths. There is 
an average of 100 ships of large tonnage 
in port. Sometimes as many as 14 arrive 
in a day. Only about five or six a day 
are able to leave.” 

Conditions are so bad that the sur- 
charge on rates between Buenos Aires 
and the U.S. is to be raised to 35 per 
cent June 1. And a surcharge will be 
added July 1 to rates between British and 
Belgian ports and Buenos Aires. 

In Brazil's main ports, Santos and Rio 
de Janeiro, vessels have to wait two or 
three weeks for their turn to be unloaded. 
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WHERE COSTS ACCUMULATE AND MERCHANDISE DECAYS 


Dock warehouses at Santos contain 240,- 
000 tons of goods that could be stored 
elsewhere. 

Venezuela's port of La Guaira, serv- 
ing Caracas and much of the interior, is 
trying to handle 50,000 tons of imports 
monthly with equipment designed for 
25,000 tons. The surcharge on freight 
rates is expected to add $23,000,000 to 
the price Venezuelans will pay for U. S. 
goods this year. 

@ Remedies are being worked out by 
governments of several countries and by 
shipping interests, but they cannot come 
in time to solve the immediate problem. 

Argentina is diverting some ships to 
ports other than Buenos Aires. But most 
of the other ports have inadequate rail- 
road facilities. Argentine importers doubt 
that an administrative change placing 
a distant relative of President Juan D. 
Peron in charge of ports will increase 
efficiency. 

Brazil is trying to get new equipment 
and is levying a surcharge of 15 per cent 
on bills of lading to build up a fund for 
this purpose. The Government has 
shaken up port administrations. One 
U.S. company is buying lighters so that 
its ships can unload in the roadstead. 
This company has offered to build a 
pier at Santos. 

Venezuela is increasing® the rent on 
dock warehouse space from 2 to 15 per 
cent monthly in order to force the re- 
moval of stored goods. 

Most of the attempts to speed up port 
operations have been ineffective. It will 
take time to relieve the congestion. And 
shipping experts expect conditions to 
become worse in the immediate future. 
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COMMODITY SURPLUSES RISE AGAIN 
AS THREAT TO ECONOMIC STABILITY 


Government planners in many lands 
fear situation may lead to financial 
disaster and more trade restrictions 


The problem of commodity surpluses 
again is confronting the world. Some are 
already here. Others are on the herizon. 
They are already giving serious concern 
to government planners in many coun- 
tries. 

Reason for this concern is that, in the 
past, surpluses of such major commodi- 
ties as wheat, wool and rubber have led 
to unemployment and financial disaster 
for millions of people in every continent. 
Crude attempts to prevent such surpluses 
have sometimes led to monopoly, high 
prices and trade restrictions. 

q@ A new approach, now being explored, 

is to try to solve surplus problems in 
commodities #head of time through in- 
ternational action by consuming coun- 
tries and producing countries together. 

Failure in the first attempt at such in- 
ternational action, however, has come 
with the inability of 39 nations, meeting 
at London, to agree on a plan for regula- 
tion of wheat prices and _ production. 
Other attempts are to follow for the 
regulation of wheat and of other com- 
modities. But wheat generally has been 
regarded as easiest to control. 

Question now is whether the following 
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five commodities, traditional troublemak- 
ers, can be brought under international 
control: 

@ Wool already is a glut on the world 
market. Stocks now are 4,500,000,000 
pounds. That is enough for a year and a 
half's normal consumption. 

The problem in wool is one of over- 
expanded production. The war cut off 
the world’s wool-supplying areas from 
important markets in Europe and the 
Orient. At the same time, Britain stimu- 
lated greater production. She bought the 
entire wool clips of Australia, New Zea- 
land and South Africa throughout the 
war and one year afterward. These three 
Dominions normally. produce _ three- 
fourths of the world’s export wool. 

Partial solution to the problem is to be 
gradual liquidation of the British stock- 
pile of wool over a period of 12 to 15 
years by a corporation called U. K.-Do- 
minions Wool Disposals, Ltd., also known 
as the Joint Organization. 

@ Rubber is moving rapidly into a sur- 
plus. By the end of 1948, producers will 
have to figure out what to do with a 
surplus large enough to supply the world 
for -a year. The surplus will continue to 
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grow unless some international regulation 
is established. 

Synthetic. production expanded _tre- 
mendously during the war. Until perma- 
nent peace is assured, governments are 
reluctant to abandon their war-built 
plants for making synthetic rubber. 

Natural rubber stocks are building up 
fast now that Far Eastern production is 
available again. Monthly imports of 


.natural rubber into the U.S., for ex- 


ample, have more than quadrupled in 
the last year. 

Pattern of surplus in rubber, thus, is 

emerging along these lines: By next year 
the output of natural rubber alone will 
about match world demand. Much of 
this natural rubber, however, is to be 
held in stockpiles. Synthetic rubber will 
be used in its place. 
@ Wheat can again turn into a burden- 
some surplus when agriculture in Europe 
returns to normal. Premium prices are 
stimulating production so much that 
wheat farmers may one day find them- 
selves overextended and caught by rap- 
idly falling prices, as they did after 
World War I. 

Wheat growing tends to be a feast-or- 
famine proposition. Some wheat men, 
remembering the years when the world 
had more wheat than it could use, al- 
ready are giving thought to the problem 
of stabilizing the wheat market in the 
future. 

International regulation of wheat, 
however, seems about as far away as 
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ever. A wheat conference met in London 
recently to try to solve the problem, but 
broke up after five weeks of discussion 
without a settlement. 

Stumbling block is that the producing 
countries are unwilling to forego todays 
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MALAYAN TIN MINER 


premium prices for the sake of long- 
range stability. 

@ Tin also can become a surplus by 
1950, unless the producing countries join 
in regulating production, as they did in 
prewar years. Bulk of the world supply 
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of tin comes from the Far East. Far East- 
em producers are planning to triple out- 
put between 1947 and 1950. 

@ Cotton always is a potential surplus. 
World production now is abnormally low 
and consumption abnormally high, so 
that the huge stocks accumulated during 
the war are being drained away. 

However, a number of factors already 
are developing that could renew the 
trend toward surplus. World consump- 
tion of cotton is to be diminished by the 
end of the postwar boom and by increas- 
ing competition from synthetic fibers. 
Production, on the other hand, is headed 
for an upturn over the next few years. 
@ Outlook for attempts to stabilize in- 
ternational commodities is not encourag- 
ing. The considerable spread between 
what producers will take and what con- 
sumers will offer at this time, as shown at 
the London wheat conference, indicates 
such attempts are premature. 

Many experts think that it will take a 
depression, or the threat >f one, to force 
the buyers and sellers of commodities to 
seek security in international agreements. 
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NEW COAL PLAN IN EUROPE OFFERS — 
LITTLE HOPE FOR INDUSTRY NOW 


Increased exports from Ruhr are 
dependent on big rise in output, 
which is unlikely in near future 


Western Europe is to benefit from 


larger supplies of German coal, but it* 


will take many months before any pro- 
nounced effects will appear. 

Britain, the U.S. and France have 
agreed that a larger percentage of coal 
will be exported if output rises in West- 
ern Germany. At the present rate, how- 
ever, the agreement is more a promise for 
the future than a benefit for the present. 

What it means is that, once German 
coal production is lifted substantially, 
Western Europe will have more factory 
production, better transportation, more 
heat, and larger exports. 

To the U.S. and British taxpayers the 
coal agreement eventually can mean less 
of a financial drain. Costs of running 
Western Germany should decline if in- 
dustrial activity and exports rise. 

Western Europe can use all the coal 

exports likely from Germany in the next 
year and still will need large supplies 
from the U.S. and Poland. 
@ The coal agreement, reached on April 
19 between France, Britain and the 
U.S., covers exports of coal from West- 
ern Germany for a six months’ period 
starting July 1, 1947. At the end of the 
year, the agreement will be reviewed. 

This new arrangement permits a rising 
percentage of exports, if coal supplies 
increase. Production recently has been 
running about 268,000 metric tons (of 
2,204.6 pounds each) a week and exports 
about 16% per cent of the net salable coal. 
Under the agreement, when output 
reaches 280,000 tons a week, 21 per cent 
of the salable coal will be exported. 

The export percentage in the agreée- 
ment is gradually stepped upward to a 
maximum of 25 per cent of the net 
salable coal when production climbs to 
370,000 tons a day. 

Net salable coal, is what remains after 
colliery use of coal for power, fuel, and 
coke ovens and after coal allowances 
have been made to miners for their fam- 
ilies’ use. 
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The probabilities are that coal produc- 


tion this year will not reach the top figure 
in the agreement of 370,000 tons daily. 
That would be 37 per cent above the 
present level. 

Experts believe, however, that pro- 
duction may rise to 310,000 tons daily 
by the end of 1947. Reaching that goal 
would depend on labor peace, finding more 
miners and feeding them adequately. 

@ The record indicates a strong upward 
trend in hard-coal production in Western 
Germany since last autumn. 

Output of hard coal rose from 5,500,- 
000 tons last September, when the Brit- 
ish announced restrictions on exports from 
their zone, to 6,975,000 tons in March. 

Behind this rise is an increase in the 
number of miners in the British and 
French zones from 240,000 to 285,000 
and a pronounced gain in productivity 
per miner. Increased wages, special food 
allowances and preferential treatment in 
distribution of consumers goods have 
attracted men into the mines. 

Recently, though, zonal authorities 
have run into difficulties in providing 
the necessary food. It was trouble over 
food that prompted the recent demon- 
strations in the Ruhr. 

Stretching the food will be necessary 

until the harvests come in during the 
summer and autumn. Special food in- 
centives must be provided if coal produc- 
tion is to continue upward. 
@ Coal-importing countries will benefit 
greatly if output in Western Germany 
reaches 310,000 tons a day by the end of 
the vear. At that level, monthly exports 
of 1,387,000 tons would be allowed. Pres- 
ent exports are around 890,000 tons. 

If allocations among countries remain 
the same as at present and exports rise 
to this 1,387,000-ton level, here is how 
surrounding countries would fare: 

France and French North Africa would 
get 350,000 tons a month, compared to 
deliveries of 160,000 tons a month dur- 
ing the first quarter. 


Luxembourg would get 230,000 tons, 
against about 100,000 tons a month in 
the first quarter. Luxembourg is com- 
pletely dependent on Ruhr and Saar coal 
to keep her iron and steel plants going. 

Austria would receive 185,000, com- 
pared to 155,000. Coal shortages stopped 
railroads in Austria during the winter. 

Holland would be getting 170,000 
tons, instead of 65,000. 

Italy, desperately short of coal, would 
get 145,000, compared to actual deliv- 
eries of only 33,000 a month in the Jan- 
uary-March period. 

Belgium would get German imports of 
120,000, compared to 55,000. 

Other countries, such as Denmark and 
Norway, would also benefit substantially. 

Such increases in supplies would give 
an important lift to industrial production 
throughout Western Europe. 

First-quarter deliveries this year were 
disrupted by winter weather that caused 
transportation bottlenecks. Particularly af- 
fected were deliveries to Italy and 
France. But all countries depending on 
German imports felt the pinch. 

Also, the British policy of restricting 
exports has cut down deliveries to sur- 
rounding countries since last autumn. 
This policy was intended to allow the 
British zone to keep more coal for internal 
purposes during the winter months. The 
new agreement relaxes that policy. 

@ French pressure is responsible for the 
new agreement. The French for many 
months have been pressing the British 
to allow larger exports of German coal. 

Significantly, this new agreement was 
reached at Moscow during the recent 
Conference of Foreign Ministers that 
produced so little in tangible results as 
far as Russia is concerned. 

The coal agreement now Becomes a 
factor in plans to co-ordinate the three 
Western zones of Germany more closely, 
to build up industry there. But France 
would consider that only if she got more 
coal. The agreement looks like a com- 
promise. It allows rising exports but it 
also looks forward to greater supplies of 
coal for German use. 

The Saar, apparently, is to be unified 
with France later, despite present Russian 
opposition. The coal agreement makes 


that clear. The sooner this happens the 
better for France. 














Meanwhile, the French will hope for 
a production miracle in the coal mines of 
Western Germany. But it does not look at 
present as though there is a chance for 
France to receive the 500,000 tons a 
month she wants from Germany this 
year. It is doubtful if the French will be 
getting more than 350,000 tons a month 
by the year’s end. : 

Next year, the French are looking for 
1,000,000 tons of coal a month from 
Germany, but that also looks impossible 
under conditions now apparent. 

The coal agreement is hailed by the 
countries of Western Europe as a move 
in the right direction. More coal means 
more steel, more steel means more indus- 
trial production and reconstruction, more 
exports, more trade. 

All these chain effects would apply to 
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Western Germany as well as to the coal- 
importing countries. More manufacturing 
and more exports of goods from Germany 
would result eventually in lower occupa- 
tion costs. This would be a decided boon 
to U.S. and British taxpayers. 

€) Over the longer term, the European 
coal picture looks like this: 

Western Germany, by July 1, 1948, 
might reach the top level foreseen in the 
coal agreement. That would mean exports 
of about 23,000,000 tons a vear. 

Poland, by that time, might be export- 
ing 18,000,000 tons a year to Western 
Europe. 

Together, Poland and Western Ger- 
many would then be exporting 41,000,- 
000 tons of coal. But Western Europe 
still will need at least 70,000,000 tons a 
year, even if domestic production of 
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countries such as France and Belgium 
rises at a reasonable rate. 

The U.S., therefore, can look forward 
to a continued market for about 30,000,- 
000 tons a year in Western Europe. The 
difficulty right now in the U. S. is in mov- 
ing this much coal to port. 

The difficulty in Europe is in paying 
for the U.S. coal, which in France, for 
example, costs $20 a ton, compared to 
$10 a ton for Ruhr coal. Thus, average 
costs will drop off as more German coal 
becomes available. 

@ The outlook is that, as European pro- 
duction of coal gradually increases, coal 
imports from the U.S. will be the first 
to decline, being the most expensive. But 
that is a long way off. Meanwhile, West- 
ern Europe is hoping to benefit from larg- 
er coal exports from Western Germany. 
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PRICE RISES 


Food costs in Britain, where subsidies | 


BRITAIN 
Roast of Beef, 1 Ib. 


U. Ss. 
Roast of Beef, 1 Ib. 












and rationing remain in operation, 
compared with prices in U. S., where 


wartime controls have been removed 


Soaring prices have reached the point where 
grass-roots resistance has begun to appear. In the 
United States, food prices have shown the great- 
est increases, and food is the largest item in the 
average family budget. 

The Worldgraph shows six common market- 
basket items. Prewar and 1947 average retail 
prices are given both for the U.S. and Britain. 
Period taken for the 1947 prices is February of 
this year; prewar period is August 1939. To make 
the figures readily comparable, British prices are 
converted to U.S. currency at the current rate of 
exchange. 

The increases U.S. housewives now pay range 
from 47 per cent on bread to 149 per cent on but- 
ter. Cheese, not shown in the Worldgraph, shows 
an even bigger increase, 155 per cent, compared 
to an increase of 30 per cent in the price of 
cheese in Britain. While prices rose slightly dur- 
ing the war, the bulk of U.S. increases have 
come since controls were lifted. 

The increases Britons now pay range from 
nothing on potatoes to 50 per cent on bacon. 
If all subsidy payments were added to Britain’s 
food bill for last year, the added cost would be 
$1,070,000,000. This amounted to nearly $26 for 

. every individual, or $2 a week for a family of 
four. Two dollars, however, is less than the in- 
crease in cost in the U.S. for the actual items 
shown in the photograph. 

Effect of British subsidies upon retail prices 
varied for different items. Official figures for but- 
ter give a theoretical price of 40 cents a pound if 
there were no subsidy. This is 40 per cent above 
the actual price and almost 65 per cent above 
the prewar price, compared to the actual increase 
of 149 per cent in the U.S. 

Weighted average increase in the retail price 
of all food items from the 1939 period to the 1947 
period is slightly more than 90 per cent for the 
U.S., 22 per cent for Britain. The level of food 
prices in Britain todav is the same as in 1941. 
There have been slight fluctuations in this six- 
year period, but the peak was reached before the 
end of the war. Since the fighting ended, nearly 
two vears ago, there has been a net decrease of 
5 per cent. In the U. S., on the other hand. nearly 
half of the net increase has occurred in the last 


10 months, following the relaxation of wartime 
controls. 





BRITAIN 
Eggs, * doz. 


U. S. 
Eggs, 1 doz. 
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BRITAIN U. S. 


Potatoes, 7 Ibs. Potatoes, 7 Ibs. 


BRITAIN U. S. 
Bread, 1 Ib. loaf Bread, 1 Ib. loaf 


BRITAIN 
Bacon, 1 Ib. 


BRITAIN > U. S. 


Butter, 1 Ib. Butter, 1 Ib. 
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(Communists now are in control of 
most of the governments of Eastern 
Europe. Estimates of Russia’s power 
in the world take this fact into ac- 
count. Less publicized, however, is 
the question of how long the Com- 
munists can hold their grip on lands 
beyond Russia’s borders. WORLD 
REPORT here examines the roots, 
organization and probable future of 
the Communist parties in Eastern 
Europe.) 


a Lost by the Big Four in their 
effort to get a peace settlement for 
Austria ancl Germany is time gained 
for the Communists of Eastern Europe. 
The Communists and Russia are seek- 
ing to secure for the future political, 
economic and military control of an 
area three times as large as California, 
and containing 90,000,000 people. 

When peace settlements are com- 
pleted, the Soviet Army must withdraw 
from all the countries it now occupies. 
From that moment, the Communist- 
controlled governments, now stretching 
from Poland on the Baltic to Albania 
on the Adriatic, must stand or fall on 
their own. A return of Russian troops 
after the peace might be a cause for 
war. Russia, therefore, hopes to leave 
Communist parties strongly entrenched 
in the lands on her borders. 

The Communists are determined to 
perpetuate their hold on the: govern- 
ments of Poland, Romania, Bulgaria, 
Yugoslavia and Albania, and are driv- 
ing toward control of the Hungarian 
Government. Russia's desire to give her 
Communist allies more time to com- 
plete this job is a major factor in the 
deadlocks between the Big Four that 
thus far have barred the way to peace 
settlements. 

If the Communists of Eastern Europe 


had popular support in the lands they - 


rule it would be easy for them to satisfy 
Russia’s demands for the future. But 
the fact is the Communists, in free 
elections, can swing only a minority of 
the voters in each of these countries. 
In Eastern Europe, Communist roots 
do not run deep. 

Of all the countries now within Rus- 
sia’s sphere of influence in Europe, only 
Hungary had anything resembling a 


COMMUNIST TACTICS 
IN EASTERN EUROPE 


Communist government in the period 
between the wars. Hungary’s Bolshevik 
regime of 1919 lasted only six months 
and was closer to anarchy than to Mos- 
cow-style communism. Prior to World 
War II, only in Czechoslovakia were 
the Communists among the major par- 
ties. Czechoslovak Communists grew 
in number as Hitler rose in Germany 
but never gained sufficient power to 
sit in the Cabinet at Prague. 

Communist headquarters for Eastern 
Europe, established first in Vienna and 
then in Prague, found that dictator- 
ships shut their parties out of most 
countries in the area. Polish and Ro- 
manian fears of Russia weakened Com- 
munist efforts to organize an active 
underground in those countries. Bul- 
garias landed peasants, traditionally 
grateful to Russia for their freedom 
from Turkey, found Communist 
schemes for collective farming not to 
their taste. Communist promises of land 
reform appealed to Hungarian peasants 
who worked on large estates, but the 
Communist underground was _ not 
strong enough to upset Hungary's dic- 
tatorship. 

Communist organizers, desperately 
seeking roots of unrest to which they 
could graft their movement, have com- 
promised much of their ideology in 
exchange for footholds throughout 
Eastern Europe. In the mines of 
Slovenia and among the mountaineers 
of Montenegro, both provinces of Yugo- 
slavia, the Communists won followers 
by promising autonomous governments. 
Greek refugees from Turkey, dumped 
into Macedonia with part-time work as 
tobacco sorters, turned to communism 
in the hope of getting a living wage. 
But they had little interest in Commu- 
nist internationalism. 


WARTIME PROGRESS 


In the early months of World War IT, 
communism lost more than it gained in 
Eastern Europe. ,The Nazis crushed 
Czech communism. Poles who escaped 
their country when it was divided be- 
tween Germany and Russia in 1939 
carried hatred of Russia with them. 
Romanian refugees from Bessarabia 
and Northern Bucovina, provinces 


seized by Russia in 1940, spread tales 
of Red Army violence through their 
country. Romanian troops soon there- 
after joined the Germans to drive the 
Russians eastward along the Black Sea: 
Romanian victories against Russia were 
celebrated in Bucharest with enthusi- 
asm. 

Later, as peoples living under Axis 
rule sought leadership and organization 
for their undergrounds, the Commu- 
nists rose again. Communists led _re- 
sistance forces in Greece, where they 
got U.S. and British arms, and _ in 
Yugoslavia, where the Partisans under 
the Communist Marshal Tito proved 
stronger than other anti-Nazi forces. 

In Bulgaria, which had disregarded 
German orders to declare war on Rus- 
sia, the Soviet Union demonstrated its 
determination to have Communists, 
rather than sympathetic non-Commu- 
nists, running governments under its 
wing. 

A pro-Nazi government in Sofia fell 
before the Red Army reached the coun- 
try; an anti-Nazi, but non-Communist, 
government took power and sent the 
Bulgarian Army to fight Germans. Rus- 
sia nevertheless declared war on Bul- 
garia; the Red Army marched into the 
country to begin an- occupation that 
continues to this day. A revolt backed 
by Moscow threw out the anti-Nazi 
non-Communists and put in a govern- 
ment dominated by Georgi Dimitrov, a 
Communist who had spent 22 years in 
exile. 

Where the Communists conquered 
or liberated in Eastern Europe, local 
Communists shared in the victory. 
Communist prestige at that moment 
probably stood at its highest. Com- 
munist organizers set up provisional 
governments, absorbing some parties. 
forcing others into political alliances 
which the Communists dominated. 
Soon they found that Russia, which 
backed them with arms, was proving to 
be a political liability. The Red Army 
lived on the land; the Russians sent 
farm machinery and food, factories and 
their output back to Russia, taking the 
property of the very people whose sup- 
port the Communists desired. 

The first elections in Eastern Europe 
were held in the countries nearest to 
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: elections to return parliaments that the 
Delays in Peace Settlements Help Party Gaasaatiarals aes dais Cue 
: ° munists probably hold no more than 
Consolidate Control of Satellite States Siar cad di kt Seve tes nas 
Communists would do well to get 15 
per cent of all votes; Romanians, free 
of Russian troops and Communist po- 
ag the West. In Hungary, with the Red publics,” the Government attacks the _ lice, probably would shun Communists 
;, Army present, free elections gave the Catholic Church, the press is muzzled whose rule has brought hunger and 
,. Communists only 17 per cent of the and the jails are full of the opposition. near bankruptcy. 
je __ Dallots, with a 60 per cent majority for Despite these facts, Tito has many Chief among. the reasons for the 
2 the moderate Small Holders’ Party. In non-Communist admirers. Montenegro, failure of the Communists to win gen- 
a Austria, although Russian troops held Bosnia and the Yugoslav .portion of eral support of the people of Eastern 
. the richest portion of the country,Com- Macedonia are getting more autonomy Europe is the plight of the farmers. 
¥é | munists got only 2 per cent of the votes. through Communists than they have Except possibly in Czechoslovakia and 
i, | . Communists fared better in Czecho- had for many years. In addition, the Poland, the peasant remains the back- 
jy | Slovakia. Communist leaders there were Communists are proceeding with plans bone of Eastern European economy. 
. | Czechs and Slovaks familiar to the peo- to raise the living standards of back- Land reform in Romania and Hun- 
. Ple before the war; they had con- ward areas before attempting to im- gary has backfired because it was done 
ai demned the 1938 deal at Munich when __ pose socialism on a peasant economy. too quickly. 
. Britain and France let the Nazis dis- It is too early to attempt an estimate Millions of farm laborers, moved 
or member Czechoslovakia. As a result, of the staying power of Tito’s regime. from Eastern Poland as Russia took 
al the Communists polled 38.1 per cent His followers say they are selling com- Over, now occupy land in what once 
of the vote and now are partners, not munism to the people; his enemies pre- was German territory. But they cannot 
»q dictators, in a national government dict that the federation will fall apart work their new farms without tools and 
. under the non-Communist President, in civil war should the Soviet Army be machinery. In addition, many of East- 
ite Edvard Benes. withdrawn too far from Yugoslavia’s ern Europes peasants are Catholics, 
te There are signs that the Communist borders. In any case, it is evident that with a deep-rooted dislike of Moscow’s 
ae following in Czechoslovakia is declin- Yugoslavia, not Czechoslovakia, is the Communists. 
ts ing, but, as senior partners in a gov- model preferred by Russia for the satel- It is true that Eastern Europe under 
” ernment coalition under their leader, lite governments in Eastern Europe. the Russian wing has been spared the 
all Premier Klement Gottwald, they are Except for Czechoslovakia, all the little wars that followed the First World 
». Working hard to make the Two-Year countries within the Soviet sphere of War. On Moscow's instructions age-old 
4 Plan for economic recovery a success. influence now appear to be headed feuds among the Balkan states and dif- 
he  rhey admit the need for Western loans along the route followed by the Yugo- ferences between Poland and Czecho- 
ic. While Benes admits Czechoslovakia slav Communists. Albania is under slovakia, which might otherwise have 
|. ‘must retain Russia’s friendship. another Communist dictator, Enver led to war, have been buried under 
“ Russia was not willing to let the Hoxha, who is managed by Moscow bilateral pacts. Balkan Communists, 
al Czechoslovak pattern apply to the rest through Marshal Tito in Belgrade. meeting in Belgrade and Prague, have 
ue of Eastern Europe, particularly to Po- Dimitrov, whose Bulgarian Commu- junked national rivalries to press their 
ol land, Romania and Bulgaria, where _ nists still accept as many members as claims on non-Communist Greece. But 
. _ Communists could hope for no estab- they can get, is ousting non-Commu-  anti-Communists say that the price of 
, _ lished following. Yugoslavia illustrates nists and is selecting a party elite that Communist order is to be counted in 
i _ the tactics the Russians now prefer. in time may match the Yugoslav party the prisons and graveyards of each 
as an inner circle within the Bulgarian _ satellite state. 
ed THE YUGOSLAV MODEL “F atherland Front,” already Commu- 
val aap reer | FUTURE PROSPECTS 
oe Almost anybody can be a Commu- F Romania s Communists now are ; | 
yt € Dist in the rest of Eastern Europe, but “purging” the memberships of parties It is possible that the withdrawal of 
y.” Yugoslavia’s Communists are carefully associated with them in government. Russian troops from Eastern Europe 
1a] _| Selected. Party members number no In Poland, Communist-controlled po- | may be followed by a wave of anti- 
es | more than 150,000. They govern from __ lice are weeding out the last leaders of Communist uprisings. It is probable 
ost the top down, througlf a dictatorship _ an anti-Communist opposition. that few anti-Communist governments 
4. led by Marshal Tito. Yugoslav leaders: In Hungary, Communists whittle would last long in an area forced by 
ch, Willing to co-operate with, but not to down the non-Communist majority in circumstances to live at peace with 
to join, the Communists, are being cast Parliament by arrests and terrorism. neighboring Russia. 
ny Out of government as “reactionaries. The duration of the Communist grip What may emerge, if Communist 
nt . Communists alone hold the power. on the states of Eastern Europe de- dictatorships fail to stand up, are re- 
nq | Yugoslavia’s new Constitution guaran- pends on the degree to which Commu-_—_ gimes_ in which non-Communists_ will 
he | tees free elections, freedom of religion, nists can consolidate their gains before work together with Communists. 
p- | 3 free press and free assembly, but the Soviet Army is called back to Rus- For the present, however, most of 
there is little freedom in fact. An “all sia. The history of voting in Eastern Eastern Europe's Communists are de- 
pe party” coalition is dominated by Com- Europe since the war ended demon- pending on force, not freedom, to gain 
to | munists in each of the federated “re- _ strates that Russia cannot count on free __ their ends. 
~~ 
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FIRST CLASH in the U.N. was between Arabia’s Prince 
Faisal, who sought immediate independence for Palestine, and 
Great Britain’s Cadogan, who urged that inquiry come first. 


PALESTINE: ACID TEST 
FOR UNITED NATIONS 


Palestine may prove the most difficult problem the United 
Nations has yet tackled. Divergent interests clash sharply there 
and may be irreconcilable. Both Arabs and Palestine Jews have 
friends among the nations. Both are important to other na- 
tions. Hence, Palestine’s troubles echo around the world. 

With a new complex issue before the U.N., its past record 
in solving problems takes on fresh interest. The Photo Report 
shows the Palestine issue against a background of these old 
U. N. problems. None has been easy to solve. Some have grown 
no less acute during months of U. N. debate. 

The United Nations took up the Palestine question at the 
session shown in the large photograph at the right. The issue 
arose through a British request that it be put on the U.N. 
Assembly agenda and a special session of the Assembly be 
called to appoint an investigating committee on the subject. 
Thus it was not as a “threat to peace” that Palestine reached 
the U.N. Yet Palestine today—as the Photo Report shows— 
has the appearance more of war than of peace. 

Behind the rivalry of Jews and Arabs for eventual control 
of an independent Palestine lies the more pressing problem of 
Europe’s refugees and displaced persons. The homeless still in 
European camps, shown in the inset picture at the right, face 
the U. N. delegates as unfinished business that will not wait. - 

Britain proposed that this whole problem of Europe’s home- 
less be considered by the investigating committee. Concern for 
these wanderers and also the will to peace among the peoples 
of a war-weary world exert strong pressure on y Breed ve and 
statesmen, make settlement more imperative. 


28 « WORLD REPORT 








es * 


-Acme, Black Star 











eT 


as ee 


~ 


BOX SCORE OF THE U.N. 
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IRAN became a “threat to peace” in January 1946, when 
she reported to the U.N. that the Russian Army, shown 
in Tabriz during the war, had outstayed its welcome and 
Russia was interfering in Iran’s internal affairs. While the 
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SYRIA AND LEBANON felt that these wartime 
French troops and their British allies had remained longer 
than necessary. Their note to the U.N. in February 1946 
brought a vote of confidence, with Russia dissenting, that 
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U. N. took few concrete steps, it doggedly refused to — 
the subject from its agenda. The result: Russian troops left 
and eventually these women of Azerbaijan welcomed Iran- 
ian forces who ousted the Russian-backed regime there. 





Biitish Official 
the troops would be promptly withdrawn. France and 
Britain immediately agreed to abide by the decision, and 
this farewell of the British forces followed in April. 


In May, both Syria and Lebanon reported all serene. 


f 





—International 
SPAIN, whose Nazi-style militarism appears in these uni- 
forms and guns, came to U.N. attention on a Polish 
motion in April 1946. Though disapproving of Franco, a 
subcommittee found against the Polish charge that Spain 
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was an existing threat to peace. The Assembly voted for 
withdrawal of diplomatic chiefs from Spain. Most nations 
complied, but Argentina pointed up dissent by sending a 
new ambassador. His welcome to Madrid is shown above. 
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INDONESIA also had its difficulties over troops left over 
from wartime. These Britishers, charged with enforcing 
the Japanese surrender, soon found themselves battling 
natives eager for an immediate end to Dutch rule. In Janu- 





-International 

ALBANIA was haled before the U. N. on the most spe- 
cific charges thus far voiced in the U.N. Mines, freshly 
laid since the war’s end, caused this damage to one British 
destroyer and wrecked another within sight of the Al- 





GREECE became a problem in January 1946. Russia 
charged that British troops were interfering in Greece. 
This ge described as Greek rightist guerrillas and a 


British officer, was submitted as evidence. A year later, a 
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ary 1946, a Ukranian motion for the U.N. to take charge 
was lost. This signing of a pact between the Netherlands 
and the Indonesian Republic did not bring complete 
harmony, and now sects within Indonesia are quarreling. 
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banian shore, killing 44 sailors. The Security Council’s 
finding of fact that the mines were laid with Albanian 
knowledge was vetoed by Russia. To break the stalemate, 
the case was passed on to these International Court judges. 





U. N. commission investigated Russia’s charges and Greek 
countercharges of hostile acts by Balkan Communist states. 
The commission is shown preparing its report. Over Rus- 
sian opposition, a subgroup will continue investigating. 
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—International 


JAFFA POLICE STATION was scene of one of 
several bombings that took a toll of 10 lives during an out- 
burst of terrorist activity during the last months of 1945. 


= 


KING DAVID HOTEL in Jerusalem, occupied by the 


British as offices, was destroyed soon after, in July. 
Total killed was 73, marking a new high in bloodshed. 





OFFICERS’ CLUB in Jerusalem was wrecked last March. 
Terrorist activity has increased during 1947, bringing 
greater loss of life and more widespread property damage. 
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ALLENBY BRIDGE over the Jordan River was wrecked 


by bombs when terrorist gangs launched a campaign against 
lines of communication in Palestine in mid-June of 1946. 


ILLEGAL IMMIGRANTS, shown being transshipped 


to Cyprus, are innocent victims in struggle between British 
trying to keep them out and Zionists bringing them in. 
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MARTIAL LAW, with its curfews and searches, often 
follows an outburst of terrorist violence. Real sufferers are 
the innocent Palestinians thrust into hardships of war. 
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HAIFA OIL TERMINAL, where oil delivered through 
desert pipe lines is stored pending shipment, suffered 
damage estimated at $4,000,000 in fires started by bombs 
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RAILWAYS are a favorite target for terrorist bombs, 
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and communications continue to be especially vulnerable 
to guerrilla attack. This oil train was- wrecked in March. 
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last March. Irgun Zvai Leumi and Stern gang, principal 
terrorist groups who alternate in claiming responsibility 
for bombings, consider they are “at war’ with the British. 
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_ International 


BRITISH TROOPS ‘still face all the dangers and 


discomforts of warfare. Until final settlement is reached, 
Palestinians have little hope of a return to normal living. 
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BRITISH WORKERS 
FEAR LOSS OF JOBS 


‘Wildcat’ strikes reflect feeling of 
insecurity, despite Government’s 
promises of employment for all 


Reported from LONDON 


Britain’s workers are showing signs of 
irritation. In a series of unofficial strikes 
they are demonstrating their impatience 
with union leaders and with the Labor 
Government. 

After a winter of hardship, tempers are 

short. Restless workmen charge that 
bureaucracy is taking over the trade- 
union movement and the Labor Party. 
Many rank-and-file workers feel them- 
selves increasingly separated from the 
men they elected to run their unions and 
their government. 
@ A rash of strikes has been the result. 
Many of these walkouts. arise because 
workers disapprove of management de- 
cisions. Many of them are “wildcat” 
strikes unauthorized by union leaders. 

Freight handlers in London railroad 
stations struck over appointment of a new 
chief clerk. Some 2,000 men walked out. 

Tugboatmen at Manchester walked 
out over four promotions made. by the 
company. 

Motormen on an electric railway in 
London struck over the suspension of a 
man who overran a signal. 

Restaurant workers in London walked 
out when a waiter was fired. About 1,000 
workers were affected. 

Shipyard workers at Middlesbrough 
struck because they lost a 15-minute 
stoppage for morning tea. 

Municipal employes in London walked 
out because a policeman was promoted. 
The 1,000-man strike closed the Tower 
Bridge to all traffic. 

Coal miners in Wales struck in objec- 
tion to the appointment of a foreman. 

British strikes have not been the in- 
dustry-wide type that tied up the U.S. 
last year. Actually less than 20,000 Brit- 
ish workers have been involved at any 
one time. Between the end of the war 
and the beginning of this year Britain 
lost 3,750,000 work days through strikes; 
while the U. S., with three times as many 
workers, lost 138,750,000 days. 
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UNION HEAD ARTHUR DEAKIN 
The embarrassed man in the middle 


British walkouts are regarded as a 
symptom of weakening morale. In the 
first two months of this year, 572,000 
days were lost in strikes, compared with 
303,000 days in the same period of 1946. 


@ Glasgow dockworkers, who began a- 


“wildcat” strike in March, caused the 
most serious labor trouble since Lon- 
don’s crippling trucking strike last Jan- 
uary, which resulted in a loss of more 
than 200,000 days of work. 

When the dockworkers’ were freed 
from wartime controls that froze them 
to their jobs, 500 of them were declared 
surplus, and, with Government and union 
approval, were laid off. The idea was to 
reduce the labor force so that men kept 
on the job could be paid a guaranteed 
weekly wage. Trouble arose because 200 
of the 500 men fired had been working at 
the docks before the war. 

As a result, 3,800 men went on strike 


for more than a month and sought: sup- 
port from workers in other British ports. 
Seventy ships were tied up, 12 of them 
carrying food. Arthur Deakin, General 
Secretary of Britain’s big Transport and 
General Workers Union opposed the 
walkout and told his men to stay on the 
job. 

London dockworkers, however, walked 
out in sympathy a month later. Some 
10,000 of London’s 24,000 dockers struck 
for five days. More than 75 ships weresin 
port, loaded with food and fuel. 

Mindful that the nation’s future de- 
pends on the work of its slim labor force, 
the Government condemned the strikes 
and got ready to use troops. To restore 
rank-and-file discipline, the labor move- 
ment’s high command quietly advised 
union officials to threaten strikers with 
the withdrawal of their union cards. 

As a result, the threat of a strike 
by 16,000 Liverpool dockworkers was 
averted. Actually, before the Glasgow 
strike 4,000 workers at British ports had 
been fired as surplus without disturbance. 
@ Behind the strikes there is, as yet. 
no sign of a split between the labor move- 
ment and the Labor Party. There is no 
indication that the leaders of Britain's | 
dominant Trades Union Congress have | 
lost their influence with Britain’s 8,000,- 
000 organized workers. 

Fear of unemployment, however, is a 
factor despite the Labor Government's 
promises that there will be jobs for all. 
Glasgow has 100,000 jobless. 

Delayed decisions from Government 
and union officials on labor matters are 
another factor. Workers express fears 
that Government positions and titles may 
have turned the heads of their old leaders 
from the urgency of day-to-day labor 
problems. 

Ambition of young unien members 
has caused some labor disturbances. A 
conflict thus far has been created be- 
tween the national welfare and the in- 
terests of individual workers. 

Many Britons regard the strikes as a 
healthy sign that workers have maintained 
their independent spirit despite wartime 
hardships, Government control and the 
hard lot of postwar austerity. But the 
sobering knowledge that Britain cannot 
afford to waste even an hour of industrial 
effort causes official apprehension over 
strikes. 

The prospect thus is that more than 
encouraging words and posters will be 
used to try to persuade workers to in- 
crease production. A faster-moving con- 
ciliation machinery and a fixed policy on 
wages, incentives and the distribution of 
labor in Britain may be developed under | 
pressure of the recent wave of strikes. 
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A tighter-knit Western Ge is in the worksS...«.. 

Overtures to France in Moscow by the U.S. and Britain may produce results, 
although the road ahead is rocky. One concrete result is the coal agreement, 
described on page 22. Also, it is now clear that eventually the Saar will be 
fused with France, despite Russian opposition. 

In return for the Saar, France is expected to play ball in Western Germany. 
But there's a hitch. Communist influences in the French Government balk at 
quick, strong unity in Western Germany, leaving Russia out in the cold. Britain 
and the U.S., with an eye on the taxpayer at home, favor higher levels of indus- 
try in Western Germany, more coal and steel production, more input to get more 
output. The eventual goal is more exports to put Western Germany on a paying basis. 

But France doesn't feel the same urgency. Her zone, run almost like a 
colony, is not much of a financial drain. All Frenchmen fear a strong Germany. 
French Communists would like to avoid a buffer state in Western Germany. 

Meanwhile, Russia, needing steel and manufactures from Western Germany, 
stirs uneasily. Economic necessity may do more than foreign ministers’ confer- 
ences to bring about a four-power agreement on Germany. 

But the U.S., Britain and, perhaps, France are not going to wait on Russia's 
whims forever. They prefer Russia's co-operation but will go ahead without it. 

















Easing of the tax burden in Canada is ahead..... 

After July 1, 9 Canadians out of 10 will set aside almost a third fewer 
dollars for the income-tax collector. 

Canadian taxes still will be above U.S. levels. But they will be closer to 
U.S. than to the still astronomical British levels. 

A Canadian making $3,000, who is married and has two children, will pay 
$230 in income taxes after July 1. Now he pays $327. 

A U.S. citizen, under the same circumstances, now pays $190. But he may 
have this cut to $1335 if the bill approved by the U.S. House of Representatives 
gets by the Senate and, less likely, by President Truman. 

A Briton will pay $480 under the same conditions. 

Tax range for a married Canadian with two children is from 7.7 per cent at 
the $3,000 level up to 80 per cent at or above the $250,000 level. 

U.S. range is quite similar: 6.35 per cent at $5,000 up to 76 per cent at 
$250,000. The British tax starts lower, goes higher: % per cent at $1,500 to 91 
per cent at $250,000. Above $250,000, U.S. and British rates are even higher. 

Also, the excess-profits tax of 15 per cent is to be abandoned by the 
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WORLD COMMERCE AND INDUSTRY-- (Continued) 


Canadian Government on Dec. 31, 1947. Britain did this at the end of 1946. : 
A loophole is to be plugged. A withholding tax will be levied on dividends 
paid to parent companies abroad by their wholly owned subsidiaries in Canada. | 
U.S. companies will be affected. Scores of U.S. companies are operating 
subsidiaries in Canada. Many of these have been started Since the war's end. 








Elsewhere in the Western Hemisphere, dollars still show their drawing power. 

Mexico put herself down for a,$209,000,000 loan from the World Bank. 

Irrigation and hydroelectric projects, highways, pipe lines, railroad and ' 
harbor improvements would be involved. These projects make up a major part of 
President Aleman's development plan for Mexico. 

The World Bank has only one other application from Latin America: Chile's oe 
for $50,000,000. Chile may get a fraction of this by the end of the year. Mex- | 
ico, thus, may have to be patient and should not expect too much. 

But that's not the only string to Mexico's bow. 

The U.S. Export-Import Bank also is being approached. Export-Import will 
advance money to Mexico to cover dollar costs of specified industrial projects, 
highways and tourist accommodations. 

This two-pronged approach to the banks reveals a certain anxiety on Mex- 
ico's part. Dollars are getting a little scarce in Mexico. 

Colombia, Peru and Chile also feel the same pinch. But expansion in coffee 
Shipments from Colombia and the increased flow of copper and nitrates from Chile 
and of various metals from Peru should ease the dollar squeeze. 
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The need for stretching the rubber supply is about over..e.. 

Lean years of limited consumption are a thing of the past. 

Rebound in exports of natural rubber has been startling. 

In 1945, they were about 250,000 tons, close to the war average. 

In 1946, they bounced up to 940,000 tons, even though exports from the East 
Indies were only half as large as they were in 1935-37. 

This year, they promise to hit 1,200,000 tons. That would be higher than 
in any other year except 1940 and 1941, when exports were racing war's outbreak. 

Meanwhile, synthetic production is headed downhill. 

On a world basis, it probably will drop from 800,000 tons in 1946 to 500,- 
000 this year. More synthetic plants in the U.S. will be put away in mothballs. 

New supply of both natural and synthetic rubber will be 200,000 tons larger 
than consumption this year. Stocks will start getting unwieldy. , 

Prices of natural rubber are due to slip down closer to synthetic. This 





























may not come right away, but the trend is that way. You can count on it. 


In July, a group of interested countries will start considering what to do 
about rubber. The surplus has sneaked up faster than anybody expected. 

Rubber exports are of extreme importance to Malaya and, under normal condi- 
tions, to the East Indies. This natural rubber is laid down in the U.S. for 
23% cents a pound. But the cost of producing synthetic is only 15 cents. 

Costs of producing natural rubber cannot be squeezed too much. Labor on the 
plantations is cocky; wages are higher than they were before the war; food, 
cloth and trade goods are expensive; the political situation is explosive, par- 








‘ticularly in Indonesia. Result: inelastic costs. 


The coming squeeze in rubber prices should be watched for its effects on 
Southeast Asia, hitherto a big market for British, U.S. and Japanese goods. 
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‘Crisis’ is having healthy effect on Mexico 


as President Aleman engineers reforms 


MEXICO CITY 
k ~ MEXICANS are in the midst of a 
“crisis” but, strange as it may sound, 
the “crisis” they are passing through is 
considered a healthy thing down here. It 
can hardly develop into a recession be- 
cause there is a huge demand for goods 
of all kinds and, more important, the 
Aleman Government has launched an ex- 
tensive public works program, which will 
take up any slack in unemployment. 

When the “crisis” is over, Mexico will 
have expanded her agriculture through 
new irrigation and electrification projects 
and a progressive program of increased 
fertilizer production, experimental farms 
and mechanization; rehabilitated and ex- 
tended her railroads; improved her high- 
ways, and built many new _ industrial 
plants. 

Since the first of the year, there has 
been a deflationary cycle in Mexico's eco- 
nomic life. It followed a period of wild 
inflation which saw fantastic real estate 
prices, feverish construction, a splurge of 
bank loans and a terrific rise in the cost 
of living. 

Pre: ident Aleman’s Government was 
partially responsible for the contraction 
in loans, the freezing of credits, the halt- 
ing of construction and the leveling off of 
prices. But the Government had little to 
do with the current buyers’ strike that 
has resulted in a falling off of 60 per 
cent in department-store sales and a re- 
sistance all along the line to the high 
prices Mexican merchants learned to 
charge during the war. 

The Mexican consumer suddenly has 
realized that he doesn’t have to pay such 
prices. He has seen, for instance, a re- 
cently established American store in 
Mexico City where the prices are as 
much as 60 per cent less than in compar- 
able stores—and he has flocked to the new 
store. 

Mexicans are greatly encouraged also 
by the way President Aleman has _ han- 
dled himself and the situation. Aleman 
has achieved great popularity, not so 
much for his personality, but because of 
the reforms he is putting into practice. 
Most Mexicans believe he has emanci- 
pated the country from the dual grip of 
labor domination and political chicanery. 
Every Mexican is proud that his new 
Government declared its “independence.” 


Another major development in Mex- 
ico’s affairs of great interest to the United 
States was the outbreak of the foot-and- 
mouth disease. It isn’t understood gen- 
erally that up to now foot-and-mouth 
disease has been considered a menace in 
only two countries—England and _ the 
U.S.—in which infected animals are 
slaughtered as a protection against the 
contagion’s spread. The United States 
has had two severe foot-and-mouth out- 
breaks—in 1924 and 1929—and regularly 
spends millions of dollars to combat the 
disease. In almost all of Latin America 
and Europe, on the other hand, the 
disease seems to be regarded as a neces- 
sary evil. Infected animals are treated 
and usually cured. 

The current outbreak in Mexico has 
produced international co-operation that 
is an excellent example of the Good 
Neighbor policy in operation. Mexico 
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will have to slaughter over a million head 
of cattle, and a comparable number of 
sheep, hogs and goats. She will not be 
able to export cattle to the U.S. for 
another two years. Oxen will have to be 
taken from the land and the Indians will 
be reimbursed with the less popular but 
more efficient mule or horse. Mexico's 
whole agricultural economy will be upset 
and her timetable of increased agricul- 
tural production inevitably will be set 
back. 

All of this will be done on the orders 
of an international commission, not the 
Mexican Government. But it is a coura- 
geous act on the part of the Aleman Gov- 
ernment to permit the program to be 
carried out. And it is being done not so 
much because the Mexicans fear foot- 
and-mouth disease as because the United 
States fears its spread and is willing to 
finance part of the cost of eradicating it 
on her southern border. 

This action is a tremendous step for- 
ward in the Good Neighbor policy and its 
helpful and practical application in rela- 
tions between the United States and the 
other American republics. 





Thebes suffers from Greece’s insecurity 


but city is struggling to make comeback 


THEBES 
OU HEAR all about bad roads the 
gration you arrive in Greece. And 
with some justification. Years of bomb- 
ing, strafing, heavy traffic of tanks and 
trucks, winter rains and, above all, no 
repairs have reduced Greece's network of 
roads to an almost useless means of com- 
munication. Rolling stock vital to Greek 
economy is being slowly ruined, and 


spare parts are running short for the 
repair of eternally broken axles and 
springs. 

With luck, fast driving will cover the 
50 miles of Athens-Thebes road in a little 
over two and a half hours. Further north, 
the road all but disappears in a driver's 
inferno of potholes and ruts. 

Bad roads don't deter Thebians from 
taking the long four-hour bus ride to 
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Athens. Each day the crowded bus sways 
its way to the capital, charging 15,000 
drachmas ($3) a round trip. Many riders 
have relatives to visit, others have to see 
the doctor or conclude business deals. 

Although Thebes is mainly a farmers’ 
town, its economy is bolstered by mer- 
chants. They are on the arterial highway 
from Athens to Salonika, so they enjoy a 
two-way traffic on business. 

There is little left of Thebes’s ancient 
glory except for the contents of the mu- 
seum. The multicolored stores, spilling 
their wares onto the pavement, give an 
oriental flavor to an otherwise rather 
drab little town. Sidewalk cafes are 
plentiful and always crowded. The 
streets ring to the cries of scampering 
shoeshine boys and cigarette vendors, 
who sell only Greek tobacco, no Ameri- 
can or British brands. 

Women are rarely on the streets and 
never in the cafes. The woman’s place is 
in the home here, but it is not an un- 
common sight to see a woman trudging 


behind her husband riding a donkey on. 


the way to market. 

The population of 14,000 was _ in- 
creased by 2,000 during the war. Refu- 
gees from Macedonia settled on the land 
outside the town and applied the farming 
techniques learned in generations of ex- 
perience on the rich soil of the North. 
They were welcomed by the people of 
Thebes and have helped in its develop- 
ment. Most of the farm produce in the 
area, vegetables, potatoes, cotton, wine 
and olive oil, is sold in Athens. Old trucks 
left behind by the Germans as unservice- 
able and UNRRA trucks do the hauling 
to the capital UNRRA provided about 
30 trucks, which, together with the 
others, are owned by a co-operative that 
rents them out by the trip. 

The terrain is not adaptable to modern 
furm machinery, the farmers say, so no 
UNRRA tractors are seen. But UNRRA 
canned goods abound in the stores. Phar- 
maceutical products, some tools and 
gadgets bear the UNRRA stamp. Ameri- 
can advertisements for tooth paste and 
automobiles are all over the place. Inci- 
dentally, nobody in these towns speaks 
anything but Greek. 

The prospect of American aid hasn't 
roused the people to a fever pitch. Main- 
lv interested in tilling their land and rais- 
ing families, Thebians hope the money 
will do them some good, but are not 
building their hopes too high. Lack of 
confidence in their Government and fear 
of rebel bands have reduced them to a 
shoulder-shrugging attitude of wait and 
see. ; | 

‘Over 85 per cent of the people are 
anti-Communist, according to last year’s 
election results. Their leader is the Mayor. 
I met him when he bustled up to our 
table at a sidewalk cafe, his face wreathed 
in smiles. He hadn’t shaved in several 
days. Our original intention of calling at 
the town hall had been upset by the 
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waiter who insisted on sending his small 
son out to fetch the Mayor to us. When 
he came, he brought his staff. Through- 
out our conversation he was _ signing 
papers, giving instructions, and even dic- 
tated a short note to his secretary. No- 
body seemed surprised that the Mayor's 
office had been transferred to a cafe 
table. 

The Mayor's biggest headache now 
concerns the town’s expenditures. There 
is so much to be done and so many 
people to please that it is a problem to 
decide where the money will do the most 
good. 

The roads are receiving priority at the 
moment. But there are other things to 
be looked after, too—the assembling and 
installation of the new electric-power 
generator, provided by UNRRA, which 
has been lying around since last autumn; 
finding materials for building new houses; 
getting equipment to improve the irriga- 
tion system. Luckily Thebes has plenty of 
water power and an abundance of good 
stone quarries. 

The Mayor considers that, in compari- 
son with the rest of Greece, his town is 
fairly well off. If only the rebel bands 
could be cleaned up and a measure of 
real security be established, the Mayor 
believes he could start operating. In his 
opinion, what Greece needs today is a 
dictatorship that could really control the 
country. 

The Mayor is proud of Thebes and 
took us around to see several of the out- 
lying farms. The houses were all freshly 
whitewashed and the lands were very 
well kept. One farmer proudly showed 
his water pump which irrigates his fields 
and supplies hot water in the house. 

The irrigation system is not yet suffi- 
ciently developed to make up entirely 
for lack of rain. This year will be a bad 
one anyway in the Thebes area owing to 
an unusually hard winter, but the har- 
vest was saved from complete destruc- 
tion by a recent rainfall. 

Along the road were seen several little 
hovels built around trees or against stone 
walls. They house the town poor. Of the 
14.000 citizens, about 2,000 have no 
permanent homes. They wander from 


farm to farm doing odd jobs and build a 


a 


small shack where they can. Their main 
source of employment is the rich farmer. 
In sharp contrast to the wandering la- 
borers, these farmers have several houses 
and usually a small store in town. By dint 
of thrift, they amass enough to build 
more houses and buy more wares from 
Athens. 

There was little crime in Thebes be- 
fore the war. Today the jail has 80 pris- 
oners, 78 of whom are Communists. The 
Mayor insisted that they were not locked 
up for political reasons but because they 
were common criminals. He credited 
each with at least 20 murders. They 
cause him a lot of bother. The day after 
King George died, the prisoners started 
yelling anti-Royalist slogans; the infuri- 
ated guard lost his head and threw four 
concussion hand grenades into the cells. 
Luckily only one went off and no one 
was hurt seriously. 

The Mayor feels that most of the Com- 
munists are not fighting for idealistic 
reasons but for power. If the leaders 
could be caught and shot, he asserted, 
the rebel movement would come to an 
end. Most people in Thebes seem to 
think that Greek troubles will not end 
until the Big Three reach some sort of 
agreement. 

Few people speak openly about poli- 
tics to a stranger in Thebes. There is an 
atmosphere of distrust. There’s always 
the chance one may be a Government 
agent looking for Communist Fifth Col- 
umnists, or a leftist sympathizer making 
a list of “monarcho-fascists.” 

Thebians and, in effect, all Greeks are 
in the same situation to a greater or lesser 
extent, as the peasant who recently ap- 
peared before the United Nations In- 
vestigating Commission. Condemned to 
death by the Govérnment, he was called 
upon to state his case. 

“Gentlemen,” he said, “you represent 
many nations. I am going to die in a few 
days, but before I go, there is something 
I feel you should know. The other night 
an andarte came to my door and asked 
me to hide him. I put him in the cellar. 
Not much later, the gendarmes came into 
town and asked me if I had seen any 
rebels. I said no. They searched the 
house and found the man in the cellar. 
They tried me and condemned mé¢ to 
death. Gentlemen, I ask you what would 
you have done in my place? What could 
I do? If I had refused to hide the andarte 
or had given him up, the rebels would 
have come down from the hills the next 
day and slit my throat. If I help them, I 
am condemned to death by the govern- 
ment.” The man spread out his hands in 
a bewildered gesture. 

That’s Greece today: Lack of security 
creating an atmosphere of caution and 
fear that extends all over the country. 
Even to Thebes where no rebel activity 
has been reported in many months... . . 
But one never knows! 
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—FOUR POINTS OF VIEW 


Wo Report presents on these pages three docu- 
ments of importance to the history of Russian-U. S. 
relations after World War II. 

The first is the record of a conversation, held in Mos- 
cow on April 9, 1947, between Russia’s Premier Joseph 
Stalin and Harold E. Stassen, who was in Moscow as a 
private citizen of the United States. In their meeting, 
Stalin emphasized repeatedly that his country and the 
United States can and must co-operate. Two weeks later, 
on April 24, 1947, the Conference of Foreign Ministers 
adjourned in disagreement. 


Following the report of the Stalin-Stassen conversa- 
tion is the text of Secretary of State George C. Marshall's 
radio report to the American people on April 28, 1947, 
delivered after his return to Washin on. The report is 
the Secretary’s official views of the deliberations and con- 
flicts at the Moscow Conference of Foreign Ministers. 
Concluding the section is the full text of a radio address 
made in New York on April 29, 1947, by pes Foster 
Dulles, a Republican expert on international affairs who 
attended the Moscow Conference as an adviser to Secre- 
tary Marshall. 





Stassen’s Interview With Stalin 


(Following is the transcript of the conversation be- 
tween Premier Stalin and Harold E. Stassen during their 
meeting in Moscow on April 9, 1947.) 


STASSEN (After introductions): Generalissimo Stalin, on this 
European trip I am particularly interested in studying condi- 
tions of an economic nature. In this regard, of course, the 
relations of the U.S.A. and the U.S.S.R. are very im- 
portant. I realize that we have two economic systems that are 
very different. The U.S. S. R. with the Communist Party and 
with its planned economy and socialized collective state and 
the U.S. A. with its free economy and regulated private cap- 
italism are very different. I would be interested to know if 
you think these two economic systems can exist together in 
the same modern world in harmony with each other? 

GENERALISSIMO STALIN: Of course they can. The difference 
between them is not of essential importance so far as co- 
operation. The systems in Germany and the United States are 
the same but war broke out between them. The U.S. and 
U.S. S.R. systems*are different but we didn’t wage war 
against each other and the U.S. S. R. does not propose to. If 
during the war they could co-operate, why can't they today 
in peace? Given the wish to co-operate, of course, but if there 
is no desire to co-operate even with the same economic sys- 
tems, they may fall out as was the case with Germany. 

STASSEN: I believe, of course, that they can co-operate if 
they both have the desire to, but there have been many state- 
ments about not being able to co-operate. Some of these were 
made by the Generalissimo himself before the war. But is it 
possible now that the Fascist Axis has been defeated that the 
situation has changed? 

STALIN: It’s not possible that I said that the two economic 
systems could not co-operate. Co-operation ideas were ex- 
pressed by Lenin. I might have said that one system was re- 
luctant to co-operate, but that concerned only one side. But 
as to the possibility of co-operation, I adhere to Lenin who ex- 
pressed both the possibility and the desire of co-operation. As 
to the desire of the people to co-operate on the part of the 
U.S. S. R. and the Party, it is possible—and the two countries 
will benefit only by this co-operation. 

STassEN: That last part is clear. The statements I referred 
to are those made by you at the 18th Communist Party Con- 
gress in 1939 and the plenary session in 1937—statements 
about “capitalist encirclement” and “monopoly.” I assume 


from your statement now that the defeat of fascist Germany 
and Japan have now changed that situation. 

STALIN: There was not a single Party congress or plenary 
session of the Central Committee of the Communist Party at 
which I said or could have said that co-operation between the 
two systems was impossible. I did say that there existed 
capitalist encirclement and danger of attack on the U.S. S. R. 
If one party does not wish to co-operate then that means 
that there exists a threat of attack. And actually Germany not 
wishing to co-operate with the U.S.S.R. attacked the 
U.S. S. R. Could the U.S.S. R. have co-operated with Ger- 
many? Yes, the U.S.S.R. could have co-operated with 
Germany but the Germans did not wish to co-operate. Other- 
wise the U.S.S.R. could have co-operated with Germany 
as with any other country. As you see, this concerns the sphere 
of desire and not the possibility of co-operating and the wish 
to co-operate. The possibility of co-operation always exists 
but there is not always present the wish to co-operate. If one 
party does not wish to co-operate then the result will be 
conflict, war. 

STASSEN: It must be mutual. 

STALIN: Yes. I want to bear testimony to the fact that Rus- 
sia wants to co-operate. 

STASSEN: I wish to point out with reference to your earlier 
statement, that there was a great difference between Ger- 
many and the United States at the time Germany started the 
war. 

STALIN: There was a difference in government but no dif- 
ference in the economic systems. The government was a tem- 
porary factor. , 

STASSEN: I do not agree. Yes, there was a difference of eco- 
nomic systems, too. Imperialism, the development of a state 
monopoly, and the oppression of workers are the evils of 
capitalism practiced by the Nazis. It seems to me we have 
been successful in America in preventing the monopoly of 
capitalism and the imperialistic trend and that the workers 
have made greater progress through use of the strength cf 
their vote and their freedom than Karl Marx or Frederick 
Engels thought they could make—and this regulation of free 
capital and prevention of monopoly and freedom of workers 
in America makes the economic situation quite different from 
that which existed in Germany. 

STALIN: Let us not criticize mutually our systems. Every- 
one has the right to follow the system he wants to maintain. 
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Which is better will be said by history. We should respect the 
systems chosen by the people and whether the system is good 
or bad is the business of the American people. To co-operate 
one does not néed the same systems. One should respect the 
other system when approved by the people. Only on this basis 
can we secure co-operation. Only if we criticize, it will lead 
us too far. As for Marx and Engels, they were unable to fore- 
see what would happen 40 years after their death. But we 
should adhere to mutual respect of people. Some people call 
the Soviet system totalitarian. Our people call the American 
system a monopoly capitalism. If we start calling each other 
names with words of monopolist and totalitarian it will lead 
to no co-operation. We must start from the historical fact 
that there are two systems approved by the people. Only on 
that basis is co-operation possible. If we distract each other 
with criticism that is propaganda. As to propaganda, I am 
not a propagandist but a business-like man. We should not be 
sectarianists. When the people wish to change the systems 
they will do so. When we met with Roosevelt to discuss the 
questions of war, we did not call each other names. We estab- 
lished co-operation and succeeded in defeating the enemy. 

STASSEN: That sort of criticism has been a cause of mis- 
understanding after the war. 

Do you look forward in the future to a greater exchange of 
ideas and news, of students and teachers, of artists, of tourists, 
if there is co-operation? 

STALIN: This will happen inevitably if co-operation is estab- 
lished. For an exchange of goods will lead to an exchange of 
people. 

STASSEN: Some problems have arisen between us in 
the past because of a lack of desire on your part to ex- 
change ideas—like the censorship of our foreign corre- 
spondents-in Moscow. Instances also for example of the 
refusal of admittance of a New York Herald Tribune cor- 
respondent here have contributed to a lack of understanding 
between our peoples. 

STALIN (After questioning Mr. Molotov.): That is true 
about the New York Herald Tribune. A part of American 
correspondents have an ill mood towards us. But this Herald 
Tribune case is an accident. It is an outstanding newspaper. 
It’s an accident and not our policy. 

STASSEN: They now have a correspondent here but only 
under temporary permission for the Council of Foreign Min- 
isters meeting. They have been seeking a visa for a per- 
manent correspondent here for some time. (Smiling) It is a 
leading Republican newspaper and one that assumes even 
greater importance now that the Republicans have a ma- 
jority in Congress. 

STALIN (Smiling): It is all the same to us. We do not see 
any big difference between the Republicans and the Demo- 
crats. We held a conference of the three powers at Tehran 
where good work was done by us in a friendly atmosphere. 
Yet one American correspondent, whose name I at the mo- 
ment do not remember, sent a cable and said Marshal 
Timoshenko was present when in fact he was not present, 
and that I struck Marshal Timoshenko at dinner—but this 
was a rash and slanderous fabrication and are we supposed 
to praise this correspondent? There were many witnesses; 
about 30 people, such as Churchill, Brooks, Leahy, etc., there 
who saw that no such thing happened. We celebrated the 
69th birthday of Churchill at that dinner. Nevertheless this 
correspondent sent this false news and it was published in 
America. Are we expected to trust such correspondents? We 
do not think the United States or its policy is to blame but 
such things happen and create ill-feeling among the Soviet 
people. 

STASSEN: There are instances of irresponsible correspond- 
ents who make such misstatements but the other correspond- 
ents correct these misstatements and the people learn to know 
who are reliable and who are not reliable, and thus we find 
the people understanding and united, as they did in the great 
war effort. ; 
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STatin: That is true. 

STASSEN: Whenever a newspaper correspondent makes a 
clearly intentionally incorrect statement of importance, his 
newspaper will recall him, and thus our newspapers establish 
an able, fair staff of correspondents. 

Statin (Smiling): In the beginning the correspondents 
write sensational stories, the newspapers publish them and 
make morrey on them, and then fire the writers. 

STASSEN: The press, foreign trade, cultural exchange are 
spheres where the two systems must find ways of fitting to- 
gether and improving their relations. 

STALIN: That is true. 

STassEN: I feel that if stories came out without censorship, 
it would be a better basis for co-operation and understanding 
by our people than any other basis. 

STALIN: It will be difficult in our country to dispense with 
censorship. Molotov tried to do it several times. We had to re- 
sume it and each time we repented it. In the autumn of 1945, 
censorship was repealed. I was on leave and they started to 
write stories that Molotov forced me to go on leave and then 
wrote stories that I should return and fire him. These stories 
depicted the Soviet Government as a sort of zoological garden. 
Of course our people got angry and they had to resume cen- 
sorship. : 

STASSEN: As I see it then, you think it is possible that there 
be co-operation provided that there is a will and desire to co- 
operate? 

STALIN: That is correct. 

STASSEN: In the development of the standards of living of 
the people, mechanization and electrification have been of 
major significance. The new development of atomic energy 
is of very great importance to all peoples of the world. I feel 
that the matter of international inspection, effective controls, 
and outlawing the use for war of atomic energy is of supreme 
importance to all peoples of the world. Do you feel that there 
is a reasonable prospect of working out agreements for the 
long-term future for the peaceful development of atomic en- 
ergy? 

STALIN: I hope for this. There are big differences of views 
among us but in the long run I hope we shall come to an un- 
derstanding. International control and inspection will be es- 
tablished in my view and it will be of great importance. The 
peaceful use of atomic energy will bring great technological 
changes. It is a very great matter. As for the use of 
atomic energy for war purposes, this in all probability will 
be prohibited. It will be a problem in the long run that 
will be met by the consciences of the people and it 
will be prohibited. ° 

STASSEN: Yes that is one of our important problems and if 
solved it can be a great boon and if not a great curse to the 
people of the world. 

STALIN: I think we shall succeed in establishing internation- 
al inspection and control. Things are leading up to it. 

STASSEN: I appreciate the opportunity of talking with you. 


(Forty minutes had elapsed and Stassen indicated a con- 
clusion of the conference but Stalin’s response and man- 
ner indicated a willingness to continue the discussion. ) 


STALIN: I am at your disposal. We Russians respect our 
guests. 

STASSEN: I had an informal talk with Mr. Molotov at the 
San Francisco Conference and it developed into an invitation 
to visit Russia on the occasion of my trip to Europe. 

STALIN: Things are in very bad shape in Europe as a whole. 
Is that true? 

STASSEN: Yes, in general, but there are some countries that 
are not bad. Switzerland, Czechoslovakia— 

STALIN: Those are small countries. 

STASSEN: Yes, large countries are in a very different posi- 
tion. Their principal economic problems are coal, currency in- 
flation, raw materials for production, and supply of food. 

STALIN: Europe is a land where there are many plants but a 
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great lack of raw materials—the shortage of food and raw 
materials is the tragedy. — 

STASSEN: The low production of coal in the Ruhr has caused 
a shortage of coal throughout Europe. 

Stain: Yes. It is very strange. 

STASSEN: It is fortunate that we have had such large pro- 
duction of coal in the United States. We have shipped much 
to Europe. We are mining 2,000,000 tons of bituminous coa 
a day. 

STALIN: Things are not bad in the United States. America 
is protected by two oceans. In the north there is a weak coun- 
try, Canada, and to the south a weak country, Mexico, and 
so you need not be afraid of them. After the War of Independ- 
ence, the U.S. did not have another war for 60 years and 
that was a great help to the rapid development of the U. S. A. 
America’s population is made up of such people as fled from 
monarchy and tyranny and kings and landed aristocracy, and 
that was also a great help, and that is why America developed 
in leaps and bounds. 

STASSEN: One of my own great grandfathers fled from the 
old empire militarism in what is now Czechoslovakia. Of 
course, the geographical position has been of great assistance 
to the U.S. And we have been fortunate that the enemy in 
recent wars has been defeated far from our shores. But also 
under our free economic system we have been able to rapidly 
reconvert and resume large peacetime production since the 
war. Our problem now is to see to it that we do not have a de- 
pression, an economic Crisis. 

STALIN: Do you expect a crisis? 

STASSEN: I do not. I believe we can regulate our capitalism 
and stabilize our production and employment at a high level 
without any serious crisis. But it is the main problem to avoid 
a depression in our economic system. With wise policies in 
government and through learning the lessons of 1929 and the 
1930s, we should have a successful, regulated, but not a mo- 
nopolistic, capitalism with which we can avoid economic 
crisis. 

STALIN: The Government must be vested with wide powers 
to accomplish that. The Government must be strong and 
adopt broad measures. ? 

STASSEN: Yes, and the people must understand the meas- 
ures of stabilization, and support the economic system. It is a 
new problem as there has not been a parallel to our high 
American production in the economic systems of the world. 

STALIN: There is one favorable condition for the U.S. In 
that two competitors in the world market—Japan and Ger- 
many—have been eliminated. So the demand for American 
goods will grow and create favorable conditions for American 
development. Such markets as Europe, China, Japan are open 
to the U.S. A. and will be helpful to it. No such conditions 
have existed before. 

STASSEN: On the other hand, those areas have no means of 
payment, and thus are actually a drain on us. But the removal 
of two imperial militaristic threats is a boon to us and to the 
other countries of the world from a standpoint of peace. And 
of course world trade has not in the past been a large factor 
in the U.S. Our principal markets have been at home or in 
our own hemisphere. 

STALIN: About 10 per cent of American production was ex- 


ported before the war and now also South America is also a 
market. As to the capacity to purchase goods, I think there are 
merchants who will find the capacity to pay for them and they 
will resell to peasants. I think the merchants of these countries 
have accumulated cash to pay with. So, ‘U.S. exports will in- 
crease to 20 per cent, is that not correct? 

STASSEN: No. 

STALIN: Do you mean that? 

StassEN: Yes. I think 15 per cent. Most merchants have 
accumulated only local money, which in most instances 
is blocked and not good for movement from one country to 
another. So I think our real trade will not be over 15 
per cent. 

STALIN: Still if you take into consideration the volume of 
your production that is not a small figure. 

STASSEN: NO, it is not a small figure. 

STALIN: Do American industries have a lot of orders? Is 
that true? And that American factories can’t keep pace with 
them and that all factories are running at 100 per cent. Is that 
true? 

STASSEN: Yes, substantially, but they are largely domestic 
orders. 

STALIN: But that is the most important. 

STASSEN: Food, women’s clothing and shoes, for example, 
are catching up, but in such industries as automobiles, ma- 
chine tools, locomotives, they are way behind their orders. 

STALIN: Magazine analysts and the American press carry 
open reports to the effect that an economic crisis will break 
out. 

STASSEN: Yes, there have been those reports in the papers. 
Also reports that there would be 8,000,000 unemployed the 
year after the war. But they were wrong. The problem is one 
of leveling off at high production and stabilizing without hav- 
ing an economic Crisis. 

STALIN: The regulation of production? 

STASSEN: The regulation of‘capitalismi. There are those who 
say there will be a depression but I am optimistic and say we 
can avoid a depression. I find a broader understanding by the 
people of reguiation of capitalism than before. 

STALIN: But what about businessmen? Will they be pre- 
pared to be regulated and restrained? 

STAsSEN: No. Some will have objections. 

STALIN: Yes, they do. ° 

STASSEN: But they understand the 1929 depression should 
not be repeated and they understand better now the necessary 
regulations concerning business. It requires a careful amount 
of fair regulation and wise decisions and prompt action by the 
Government. 

STALIN: That is true. 

STASSEN: But all systems and all forms of government re- 
quire that. If bad mistakes are made under any kind of gov- 
ernment then it is harmful for the people. 

STALIN: Yes. 

STASSEN: Japan and Germany demonstrated this. 

STALIN: Yes, war lords guided the economy and they didn’t 
understand anything about the economy. Tojo, the war leader 
in Japan, only knew how to wage war. 

STASSEN: I appreciate this opportunity of talking with you 
and the time vo have given me. 





Marshall’s Report on Moscow Conference 


(Text of Secretary Marshall’s radio report to the Amer- 
ican people, made in Washington, April 28, 1947.) 


§ Yassrene I HOPE to make clearly understandable the funda- 
mental nature of the issues discussed at the Moscow Con- 
ference of Foreign Ministers. 


This Conference dealt with the very heart of the peace for 
which we are struggling. It dealt with the vital center of Eu- 
rope—Germany and Austria—an area of large and skilled 
population, of great resources and industrial plants, an area 
which has twice in recent times brought the world to the 
brink of disaster. In the Moscow negotiations all the dis- 
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agreements which were so evident during the conferences re- 
garding the Italian and Balkan treaties came into sharp focus 
and remained in effect unsolved. 

Problems which bear directly on the future of our civiliza- 
tion cannot be disposed of by general talk or vague formulae— 
by what Lincoln called “pernicious abstractions.” 

They require concrete solutions for definite and extremely 
complicated questions—questions which have to do with 
boundaries, with power to prevent military aggression, with 
people who have bitter memories, with the production and 
control of things which are essential to the lives of millions 
of people. You have been kept well informed by the press and 
radio of the daily activities of the Council, and much of what 
I have to say may seem repetitious. But the extremely com- 
plicated nature of the three major issues we considered makes 
it appear desirable for me to report in some detail the prob- 
lems as I saw them in my meetings at the conference table. 

There was a reasonable possibility, we had hoped a prob- 
ability, of completing in Moscow a peace treaty for Austria 
and a four-power pact to bind together our four governments 
to guarantee the demilitarization of Germany. As for the Ger- 
man peace treaty and related but more current German prob- 
lems, we had hoped to reach agreement on a directive for the 
guidance of our deputies in their work preparatory to the 
next conference. 

In a statement such as this, it is not practicable to discuss 
the numerous issues which continued in disagreement at the 
Conference. It will suffice, I think, to call attention to the 
fundamental problems whose solution would probably lead 
to the quick adjustment of many other differences. 

It is important to an understanding of the Conference that 
the complex character of the problems should be understood, 
together with their immediate effect on the people of Europe 
in the coming months. To cite a single example, more coal is 
most urgently needed throughout Europe for factories, for 
utilities, for railroads, and for the people in their homes. 
More coal for Allied countries cannot be mined and delivered 
until the damaged mines, mine machinery, railroad com- 
munications and like facilities are rehabilitated. This rehabili- 
tation, however, depends on more steel, and more steel de- 
pends in turn on more coal for steel making. Therefore, and 
this is the point to be kept jn mind, while the necessary re- 
habilitation is in progress, less coal would be available in the 
immediate future for the neighboring Allied states. 

But less coal means less employment for labor, and a con- 
sequent delay in the production of goods for export to bring 
money for the purchase of food and necessities. Therefore, 
the delay necessary to permit rehabilitation of the mines so 
vitally affects France that the settlement of this matter has 
become for her a critical issue. All neighboring states and 
Great Britain and the Soviet Union are directly affected in 
various Ways since coal is required for German production 
of goods for export sufficient to enable her to buy the neces- 
sary imports of foods, et cetera, for much of which the United 
States is now providing the funds. 

Moreover, in the background of this coal issue, which is 
directly related to steel production, is the important consid- 
eration of the build-up of heavy industry in Germany, which 
could later again become a threat to the peace of the world. 
[ cite this single example to illustrate the complications which 
are involved in these negotiations. 

The Allied Control Council in Berlin presented a detailed 
report of the many problems concerned with the political, 
military, economic, and financial situation under the present 
military government of Germany. In connection with these 
matters, the Ministers considered the form and scope of the 
provisional political organization for Germany, and the pro- 
cedure to be followed in the preparation of the German peace 
treaty. 

The German negotiations involved not only the security 
of Europe and the world, but the prosperity of all of Europe. 
While our mission was to consider the terms of a treaty to 
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operate over a long term of years, we were faced with im- 
mediate issues which vitally concerned the impoverished and 
suffering people of Europe who are crying for help, for coal, 
for food and for most of the necessities of life, and the ma- 
jority of whom are bitterly disposed toward the Germany that 
brought about this disastrous situation. The issues also vitally 
concern the people of Britain and the United States who can- 
nét continue to pour out hundreds of millions of dollars for 
Germany because current measures were not being taken to 
terminate expeditiously the necessity for such appropriations. 

The critical and fundamental German problems to which | 
shall confine myself are: (a) The limits to the powers of the 
central government; (b) the character of the economic system 
and its relation to all of Europe; (c) the character and extent 
of reparations; (d) the boundaries for the German state; and 
(e) the manner in which all Allied states at war with Ger- 
many are represented in the drafting and confirmation of the 
treaty. 

All the members of the Council of Foreign Ministers are in 
apparent agreement as to the establishment of a German state 
on a self-supporting, democratic basis, with limitations im- 
posed to prevent the re-establishment of military power. 

This issue of the degree of centralization of the future Ger- 
man state is of greatest importance. Excessive concentration of 
power is peculiarily dangerous in a country like Germany 
which has no strong traditions regarding the rights of the in- 
dividual and the rights of the community to control the exer- 
cise of governmental power. The Soviet Union appears to 
favor a strong central government. The United States and the 
United Kingdom are opposed to such a government, because 
they think it could be too readily converted to the domination 
of a regime similar to the Nazis. They favor a central govern- 
ment of carefully limited powers, all other powers being re- 
served to the states, or Ldnder as they are called in Germany. 


The French are willing to agree only to very limited responsi- 


bilities for the central government. They fear a repetition of 
the seizure of power over the whole of Germany carried out 
by the Hitler regime in 1933. 

Under ordinary circumstances, there are always strong and 
differing points of view regarding the character of a govern- 
mental reorganization. In this case, there are great and justi- 
fiable fears regarding the resurrection of German military 
power, and concern over expressed or concealed desires for 
quite other reasons. 

Regarding the character of the German economic system 
and its relation to all of Europe, the disagreements are even 
more serious and difficult of adjustment. German economy at 
the present time is crippled by the fact that there is no unity 
of action, and the rehabilitation of Germany to the point 
where she is self-supporting demands immediate decision. 

There is a declared agreement in the desire for economic 
unity in Germany but when it comes to the actual terms to 
regulate such unity there are wide and critical differences. 
One of the most serious difficulties encountered in the effort to, 
secure economic unity has been the fact that the Soviet-oc- 
cupied zone has operated practically without regard to the 
other zones and has made few, if any, reports of what has 
been occurring in that zone. There has been little or no dis- 
position to proceed on a basis of reciprocity and there has 
been a refusal to disclose the availability of, foodstuffs, and 
the degree or character of reparations taken out of this zone. 

This unwillingness of the Soviet authorities to co-operate 
in establishing a balanced economy for Germany as agreed 
upon at Potsdam has been the most serious check on the de- 
velopment of a self-supporting Germany, and a Germany 
capable of providing coal and other necessities for the neigh- 
boring states who have always been dependent on Germany 
for these items. After long and futile efforts to secure a work- 
ing accord in this matter, the British and American zones were 
combined for the improvement of the economic situation, 
meaning the free movement of excess supplies or produce 
available in one zone to another where there is a shortage. 
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Our continuing invitation to the French and Soviets to join 
in the arrangement still exists. This merger is bitterly attacked 
by the Soviet authorities as a breach of the Potsdam Agree- 
ment and as a first step toward the dismemberment of Ger- 
many, ignoring the plain fact that their refusal to carry out 
that agreement was the sole cause of the merger. It is difficult 
to regard their attacks as anything but propaganda designed 
to divert attention from the Soviet failure to implement the 
economic unity agreed at Potsdam. Certainly some progress 
toward economic unity in Germany is better than none. 

The character of the control over the Ruhr industrial 
center, the greatest concentration of coal and of heavy indus- 
tries in Europe, continues a matter of debate. It cannot be 
decided merely for the purpose of reaching an agreement. 
Vitally important considerations and future consequences are 
involved. 

The question of reparations is of critical importance as it 
affects almost every other question under discussion. This 
issue naturally makes a tremendous appeal to the people of 
the Allied states who suffered the terrors of German military 
occupation and the destruction of their cities and villages. 

The results of the Versailles Treaty of 1919 regarding pay- 
ment of reparations on a basis of dollars, and the difficulties 
encountered by the Reparations Commission appointed after 
Yalta in agreeing upon the dollar evaluation of reparations in 
kind convinced President Truman and his advisers considering 
the question at Potsdam that some other basis for determining 
reparations should be adopted if endless friction and bitter- 
ness were to be avoided in future years. They succeeded in 
getting agreement to the principle of reparations to be ren- 
dered out of capital assets—that is, the transfer of German 
plants, machinery. et cetera, to the Allied powers concerned. 

It developed at the Moscow Conference that the Soviet 
officials flatly disagreed with President Truman's and Mr. 
Byrnes’s understanding of the written terms of this agree- 
ment. The British have much the same view of this matter 
as the United States. 

We believe that no reparations from current production 
were contemplated by the Potsdam Agreement. The Soviets 
strongly oppose this view. They hold that the previous dis- 
cussions and agreements at Yalta authorize the taking of 
billions of dollars in reparations out of current production. 
This would mean that a substantial portion of the daily pro- 
duction of German factories would be levied on for reparation 
payments, which in turn would mean that the recovery of 
Germany sufficiently to be self-supporting would be long de- 
laved. It would also mean that the plan and the hope of our 
Government that Germany’s economic recovery by the end 
of three years would permit. the termination of American 
appropriations for the support of the German inhabitants of 
our zone could not be realized. 

The issue is one of great complications, for which agree- 
ment must be found in order to administer Germany as an 
economic whole as the four powers claim that they wish to do. 

There is, however, general agreement among the Allies 
that the matter of the factories and equipment to be removed 
from Germany as reparations should be re-examined. They 
recognize the fact that a too drastic reduction in Germany’s 
industrial setup will not only make it difficult for Germany 
to become self-supporting but will retard the economic recov- 
ery of Europe. The United States has indicated that it would 
be willing to study the possibility of a limited amount of repa- 
rations from current production to compensate for plants, pre- 
viously scheduled to be removed as reparations to various 
Allied countries, which it now appears should be left in 
Germany; it being understood that deliveries from current 
production are not to increase the financial burden of the 
occupying powers or to retard the repayment to them of the 
advances they have made to keep the German economy from 
collapsing. The Soviet Government has made no response to 
this suggestion. 

The issue regarding boundaries to be established for 


Germany presents a serious disagreement and another example 
of complete disagreement as to the meaning of the pronounce- 
ment on this subject by the heads of the three powers. In 
the rapid advance of the Soviet armies in the final phase of 
the war, millions of Germans in Eastern Germany fled to the 
west of the Oder River. The Soviet armies, prior to Potsdam, 
had placed Poles in charge of this area largely evacuated by 
the German population. That was the situation that con- 
fronted President Truman at Potsdam. Under the existing cir- 
cumstances, the President accepted the situation for the time 
being with the agreed three-power statement, “The heads of 
Government reaffirm their opinion that the final delimitation 
of the western frontier of Poland should await the peace 
settlement.” 

The Soviet Foreign Minister now states that a final agree- 
ment on the frontier between Germany and Poland was 
reached at Potsdam and the expression I have just quoted 
merely referred to the formal confirmation of the already 
agreed upon frontier at the peace settlement, thus leaving 
only technical delimitation to be considered. 

The United States Government recognized the commit- 
ment made at Yalta to give fair compensation to Poland in 
the west for the territory east of the Curzon Line incorporated 
into the Soviet Union. But the perpetuation of the present 
temporary line between Germany and Poland would deprive 
Germany of territory which before the war provided more 
than a fifth of the foodstuffs on which the German population 
depended. It is clear that in any event Germany will be 
obliged to support, within much restricted boundaries, not 
only her prewar population but a considerable number of 
Germans from Eastern Europe. To a certain extent, this situ- 
ation is unavoidable, but we must not agree to its aggravation. 
We do not want Poland to be left with less resources than she 
had before the war. She is entitled to more, but it will not 
help Poland to give her frontiers which will probably create 
difficulties for her in the future. Wherever the frontiers are 
drawn, they should not constitute barriers to trade and com- 
merce upon which the well-being of Europe is dependent. 
We must look toward a future where a democratic Poland 
and a democratic Germany will be good neighbors. 

There is disagreement regarding the manner in which the 
Allied powers at war with Germany are to participate in the 
drafting and confirmation of the German peace treaty. There 
are 51 states involved. Of these, in addition to the four prin- 
cipal Allied powers, 18 were directly engaged in the fighting, 
some of course to a much greater extent than others. It is 
the position of the United States that all Allied states at war 
with Germany should be given an opportunity to participate 
to some degree in the drafting and in the making of the peace 
treaty, but we recognize that there would be very practical 
difficulties, if not impossibilities, in attempting to draft a 
treaty with 51 nations participating equally at all stages. 
Therefore, the United States Government has endeavored to 
secure agreement on a method which involves two different 
procedures, depending on whether or not the state concerned 
actually participated in the fighting. But all would have an 
opportunity to present their views, and rebut other views, and 
all would sit in the peace conference to adopt a treaty. 

It is difficult to get the agreement of the countries that have 
suffered the horrors of German occupation and were involved 
in heavv losses in hard fighting to accept participation in the 
determination of the treaty terms by countries who suffered 
no losses in men or material and were remote from the fighting. 
The United States, however, regards it as imperative that all 
the states who were at war with Germany should have some 
voice in the settlement imposed on Germany. 

‘The proposal for the four-power pact was advanced by the 
United States Government a year ago. It was our hope that 
the prompt acceptance of this simple pact insuring in advance 
of the detailed German peace settlement that the United 
States would actively co-operate to prevent the rearmament of 
Germany would eliminate fears as to the future and would 
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agreements which were so evident during the conferences re- 
garding the Italian and Balkan treaties came into sharp focus 
and remained in effect unsolved. : 

Problems which bear directly on the future of our civiliza- 
tion cannot be disposed of by general talk or vague formulae— 
by what Lincoln called “pernicious abstractions.” 

They require concrete solutions for definite and extremely 
complicated questions—questions which have to do with 
boundaries, with power to prevent military aggression, with 
people who have bitter memories, with the production and 
control of things which are essential to the lives of millions 
of people. You have been kept well informed by the press and 
radio of the daily activities of the Council, and much of what 
I have to say may seem repetitious. But the extremely com- 
plicated nature of the three major issues we considered makes 
it appear desirable for me to report in some detail the prob- 
lems as I saw them in my meetings at the conference table. 

There was a reasonable possibility, we had hoped a prob- 
ability, of completing in Moscow a peace treaty for Austria 
and a four-power pact to bind together our four governments 
to guarantee the demilitarization of Germany. As for the Ger- 
man peace treaty and related but more current German prob- 
lems, we had hoped to reach agreement on a directive for the 
guidance of our deputies in their work preparatory to the 
next conference. 

In a statement such as this, it is not practicable to discuss 
the numerous issues which continued in disagreement at the 
Conference. It will suffice, I think, to call attention to the 
fundamental problems whose solution would probably lead 
to the quick adjustment of many other differences. 

It is important to an understanding of the Conference that 
the complex character of the problems should be understood, 
together with their immediate effect on the people of Europe 
in the coming months. To cite a single example, more coal is 
most urgently needed throughout Europe for factories, for 
utilities, for railroads, and for the people in their homes. 
More coal for Allied countries cannot be mined and delivered 
until the damaged mines, mine machinery, railroad com- 
munications and like facilities are rehabilitated. This rehabili- 
tation, however, depends on more steel, and more steel de- 
pends in turn on more coal for steel making. Therefore, and 
this is the point to be kept jn mind, while the necessary re- 
habilitation is in progress, less coal would be available in the 
immediate future for the neighboring Allied states. 

But less coal means less employment for labor, and a con- 
sequent delay in the production of goods for export to bring 
money for the purchase of food and necessities. Therefore, 
the delay necessary to permit rehabilitation of the mines so 
vitally affects France that the settlement of this matter has 
become for her a critical issue. All neighboring states and 
Great Britain and the Soviet Union are directly affected in 
various ways since coal is required for German production 
of goods for export sufficient to enable her to buy the neces- 
sary imports of foods, et cetera, for much of which the United 
States is now providing the funds. 

Moreover, in the background of this coal issue, which is 
directly related to steel production, is the important consid- 
eration of the build-up of heavy industry in Germany, which 
could later again become a threat to the peace of the world. 
I cite this single example to illustrate the complications which 
are involved in these negotiations. 

The Allied Control Council in Berlin presented a detailed 
report of the many problems concerned with the political, 
military, economic, and financial situation under the present 
military government of Germany. In connection with these 
matters, the Ministers considered the form and scope of the 
provisional political organization for Germany, and the pro- 
cedure to be followed in the preparation of the German peace 
treaty. 

The German negotiations involved not only the security 
of Europe and the world, but the prosperity of all of Europe. 
While our mission was to consider the terms of a treaty to 
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operate over a long term of years, we were faced with im- 
mediate issues which vitally concerned the impoverished and 
suffering people of Europe who are crying for help, for coal, 
for food and for most of the necessities of life, and the ma- 
jority of whom are bitterly disposed toward the Germany that 
brought about this disastrous situation, The issues also vitally 
concern the people of Britain and the United States who can- 
nét continue to pour out hundreds of millions of dollars for 
Germany because current measures were not being taken to 
terminate expeditiously the necessity for such appropriations. 

The critical and fundamental German problems to which | 
shall confine myself are: (a) The limits to the powers of the 
central government; (b) the character of the economic system 
and its relation to all of Europe; (c) the character and extent 
of reparations; (d) the boundaries for the German state; and 
(e) the manner in which all Allied states at war with Ger- 
many are represented in the drafting and confirmation of the 
treaty. 

All the members of the Council of Foreign Ministers are in 
apparent agreement as to the establishment of a German state 
on a self-supporting, democratic basis, with limitations im- 
posed to prevent the re-establishment of military power. 

This issue of the degree of centralization of the future Ger- 
man state is of greatest importance. Excessive concentration of 
power is peculiarily dangerous in a country like Germany 
which has no strong traditions regarding the rights of the in- 
dividual and the rights of the community to control the exer- 
cise of governmental power. The Soviet Union appears to 
favor a strong central government. The United States and the 
United Kingdom are opposed to such a government, because 
they think it could be too readily converted to the domination 
of a regime similar to the Nazis. They favor a central govern- 
ment of carefully limited powers, all other powers being re- 
served to the states, or Ldnder as they are called in Germany. 
The French are willing to agree only to very limited responsi- 
bilities for the central government. They fear a repetition of 
the seizure of power over the whole of Germany carried out 
by the Hitler regime in 1933. 

Under ordinary circumstances, there are always strong and 
differing points of view regarding the character of a govern- 
mental reorganization. In this case, there are great and justi- 
fiable fears regarding the resurrection of German military 
power, and concern over expressed or concealed desires for 
quite other reasons. 

Regarding the character of the German economic system 
and its relation to all of Europe, the disagreements are even 
more serious and difficult of adjustrnent. German economy at 
the present time is crippled by the fact that there is no unity 
of action, and the rehabilitation of Germany to the point 
where she is self-supporting demands immediate decision. 

There is a declared agreement in the desire for economic 
unity in Germany but when it comes to the actual terms to 
regulate such unity there are wide and critical differences. 
One of the most serious difficulties encountered in the effort to 
secure economic unity has been the fact that the Soviet-oc- 
cupied zone has operated practically without regard to the 
other zones and has made few, if any, reports of what has 
been occurring in that zone. There has been little or no dis- 
position to proceed on a basis of reciprocity and there has 
been a refusal to disclose the availability of, foodstuffs, and 
the degree or character of reparations taken out of this zone. 

This unwillingness of the Soviet authorities to co-operate 
in establishing a balanced economy for Germany as agreed 
upon at Potsdam has been the most serious check on the de- 
velopment of a self-supporting Germany, and a Germany 
capable of providing coal and other necessities for the neigh- 
boring states who have always been dependent on Germany 
for these items. After long and futile efforts to secure a work- 
ing accord in this matter, the British and American zones were 
combined for the improvement of the economic situation, 
meaning the free movement of excess supplies or produce 
available in one zone to another where there is a shortage. 
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Our continuing invitation to the French and Soviets to join 
in the arrangement still exists. This merger is bitterly attacked 
by the Soviet authorities as a breach of the Potsdam Agree- 
ment and as a first step toward the dismemberment of Ger- 
many, ignoring the plain fact that their refusal to carry out 
that agreement was the sole cause of the merger. It is difficult 
to regard their attacks as anything but propaganda designed 
to divert attention from the Soviet failure to implement the 
economic unity agreed at Potsdam. Certainly some progress 
toward economic unity in Germany is better than none. 

The character of the control over the Ruhr industrial 
center, the greatest concentration of coal and of heavy indus- 
tries in Europe, continues a matter of debate. It cannot be 
decided merely for the purpose of reaching an agreement. 
Vitally important considerations and future consequences are 
involved. 

The question of reparations is of critical importance as it 
affects almost every other question under discussion. This 
issue naturally makes a tremendous appeal to the people of 
the Allied states who suffered the terrors of German military 
occupation and the destruction of their cities and villages. 

The results of the Versailles Treaty of 1919 regarding pay- 
ment of reparations on a basis of dollars, and the difficulties 
encountered by the Reparations Commission appointed after 
Yalta in agreeing upon the dollar evaluation of reparations in 
kind convinced President Truman and his advisers considering 
the question at Potsdam that some other basis for determining 
reparations should be adopted if endless friction and bitter- 
ness were to be avoided in future years. They succeeded in 
getting agreement to the principle of reparations to be ren- 
dered out of capital assets—that is, the transfer of German 
plants, machinery. et cetera, to the Allied powers concerned. 

It developed at the Moscow Conference that the Soviet 
officials flatly disagreed with President Truman’s and Mr. 
Byrnes’s understanding of the written terms of this agree- 
ment. The British have much the same view of this matter 
as the United States. 

We believe that no reparations from current production 
were contemplated by the Potsdam Agreement. The Soviets 
strongly oppose this view. They hold that the previous dis- 
cussions and agreements at Yalta authorize the taking of 
billions of dollars in reparations out of current production. 
This would mean that a substantial portion of the daily pro- 
duction of German factories would be levied on for reparation 
payments, which in turn would mean that the recovery of 
Germany sufficiently to be self-supporting would be long de- 
layed. It would also mean that the plan and the hope of our 
Government that Germany’s economic recovery by the end 
of three years would permit the termination of American 
appropriations for the support of the German inhabitants of 
our zone could not be realized. 

The issue is one of great complications, for which agree- 
ment must be found in order to administer Germany as an 
economic whole as the four powers claim that they wish to do. 

There is, however, general agreement among the Allies 
that the matter of the factories and equipment to be removed 
from Germany as reparations should be re-examined. They 
recognize the fact that a too drastic reduction in Germany's 
industrial setup will not only make it difficult for Germany 
to become self-supporting but will retard the economic recov- 
ery of Europe. The United States has indicated that it would 
be willing to study the possibility of a limited amount of repa- 
rations from current production to compensate for plants, pre- 
viously scheduled to be removed as reparations to various 
Allied countries, which it now appears should be left in 
Germany; it being understood that deliveries from current 
production are not to increase the financial burden of the 
occupying powers or to retard the repayment to them of the 
advances they have made to keep the German economy from 
collapsing. The Soviet Government has made no response to 
this suggestion. 

The issue regarding boundaries to be established for 


Germany presents a serious disagreement and another example 
of complete disagreement as to the meaning of the pronounce- 
ment on this subject by the heads of the three powers. In 
the rapid advance of the Soviet armies in the final phase of 
the war, millions of Germans in Eastern Germany fled to the 
west of the Oder River. The Soviet armies, prior to Potsdam, 
had placed Poles in charge of this area largely evacuated by 
the German population. That was the situation that con- 
fronted President Truman at Potsdam. Under the existing cir- 
cumstances, the President accepted the situation for the time 
being with the agreed three-power statement, “The heads of 
Government reaffirm their opinion that the final delimitation 
of the western frontier of Poland should await the peace 
settlement.” 

The Soviet Foreign Minister now states that a final agree- 
ment on the frontier between Germany and Poland was 
reached at Potsdam and the expression I have just quoted 
merely referred to the formal confirmation of the already 
agreed upon frontier at the peace settlement, thus leaving 
only technical delimitation to be considered. 

The United States Government recognized the commit- 
ment made at Yalta to give fair compensation to Poland in 
the west for the territory east of the Curzon Line incorporated 
into the Soviet Union. But the perpetuation of the present 
temporary line between Germany and Poland would deprive 
Germany of territory which before the war provided more 
than a fifth of the foodstuffs on which the German population 
depended. It is clear that in any event Germany will be 
obliged to support, within much restricted boundaries, not 
only her prewar population but a considerable number of 
Germans from Eastern Europe. To a certain extent, this situ- 
ation is unavoidable, but we must not agree to its aggravation. 
We do not want Poland to be left with less resources than she 
had before the war. She is entitled to more, but it will not 
help Poland to give her frontiers which will probably create 
difficulties for her in the future. Wherever the frontiers are 
drawn, they should not constitute barriers to trade and com- 
merce upon which the well-being of Europe is dependent. 
We must look toward a future where a democratic Poland 
and a democratic Germany will be good neighbors. 

There is disagreement regarding the manner in which the 
Allied powers at war with Germany are to participate in the 
drafting and confirmation of the German peace treaty. There 
are 51 states involved. Of these, in addition to the four prin- 
cipal Allied powers, 18 were directly engaged in the fighting, 
some of course to a much greater extent than others. It is 
the position of the United States that all Allied states at war 
with Germany should be given an opportunity to participate 
to some degree in the drafting and in the making of the peace 
treaty, but we recognize that there would be very practical 
difficulties, if not impossibilities, in attempting to draft a 
treaty with 51 nations participating equally at all stages. 
Therefore, the United States Government has endeavored to 
secure agreement on a method which involves two different 
procedures, depending on whether or not the state concerned 
actually participated in the fighting. But all would have an 
opportunity to present their views, and rebut other views, and 
all would sit in the peace conference to adopt a treaty. 

It is difficult to get the agreement of the countries that have 
suffered the horrors of German occupation and were involved 
in heavv losses in hard fighting to accept participation in the 
determination of the treaty terms by countries who suffered 
no losses in men or material and were remote from the fighting. 
The United States, however, regards it as imperative that all 
the states who were at war with Germany should have some 
voice in the settlement imposed on Germany. 

‘The proposal for the four-power pact was advanced by the 
United States Government a year ago. It was our hope that 
the prompt acceptance of this simple pact insuring in advance 
of the detailed German peace settlement that the United 
States would actively co-operate to prevent the rearmament of 
Germany would eliminate fears as to the future and would 
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facilitate the making of a peace suitable to Europe's present 
and future needs. It was our hope that such a commitment by 
the United States would relieve the fear of the other European 
powers that the United States would repeat its actions follow- 
ing the First World. War, insisting on various terms for the 
peace settlement and then withdrawing from a position of any 
responsibility for their enforcement. It was thought that the 
compact of the four powers to guarantee the continued de- 
militarization of Germany would reassure the world that we 
were in complete accord in our intention to secure the peace 
of Europe. : 

However, the Soviet Government met our proposition with 
a series of amendments which would have completely changed 
the character of the pact, making it in effect a complicated 
peace treaty, and including in the amendments most of the 
points regarding the German problem concerning which there 
was, as I have pointed out, serious disagreement. I was 
forced to the conclusion by this procedure that the Soviet 
Government either did not desire such a pact or was follow- 
ing a course calculated to delay any immediate prospect of its 
adoption. Whether or not an agreement can finally be reached 
remains to be seen, but the United States, I think, should 
adhere to its present position and insist that the pact be kept 
simple and confined to its one basic purpose—to keep Germany 
incapable of waging war. 

The negotiations regarding the Austrian treaty resulted in 
agreement on all but a few points, but these were basic and 
of fundamental importance. The Soviet Union favors and the 
other. governments oppose the payment of reparations and the 
cession of Carinthia to Yugoslavia. 

But the Soviet Government attached much more importance 
to its demand that the German assets in Austria which are 
to be hers by the terms of the Potsdam Agreement should 
include those assets which the other three powers consider to 
have been taken from Austria and the citizens of the United 
Nations by force or duress by Hitler and his Nazi Govern- 
ment following the taking over of Austria by military force 
in March 1938. The Soviet Government refused to consider 
the word duress, which in the opinion of the other three 
powers would be the critical basis for determining what 
property, that is, business, factories, land, forests, et cetera, 
was truly German property and not the result of seizures by 
terroristic procedure, intimidation, fake business acquisition, 
and so forth. The Soviet Union also refused to consider anv 
process of mediation to settle the disputes that are bound 
to arise in such circumstances, nor would they clearly agree 
to have such property as they receive as German assets subject 
to Austrian law in the same manner as other foreign invest- 
ments are subject to Austrian law. ; 

The acceptance of the Soviet position would mean that 
such a large portion of Austrian economy would be removed 
from her legal control that Austrian chances of surviving as 
an independent self-supporting state would be dubious. She 
would in effect be but a puppet state. 

All efforts to find a compromise solution were unavailing. 
The United States, in my opinion, could not commit itself to 
a treaty which involved such manifest injustices and, what is 
equally important, would create an Austria so weak and help- 
less as to be the source of great danger in the future. In the 
final session of the Conference, it was agreed to appoint a 
commission to meet in Vienna May 12 to reconsider our dis- 
agreements, and to have a committee of experts examine into 
the question of the German assets in Austria. Certainly prompt 
action.on the Austrian treaty is necessary to fulfill our commit- 
ment to recognize Austria as a free and independent state 
and to relieve her from the burdens of occupation. 

Complicated as these issues are, there runs through them a 
pattern as to the character and control of central Europe to 
be established. The foreign ministers agreed that their task 
was to lay the foundations of a central government for 
Germany, to bring about the economic unity of Germany 
essential for its own existence as well as for European recovery, 
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to establish workable boundaries, and to set up a guaranteed 
control through a four-power treaty. Austria was to be 
promptly relieved of occupation burdens and treated as a 
liberated and independent country. 

Agreement was made impossible at Moscow because, in 
our view, the Soviet Union insisted upon proposals which 
would have established in Germany a centralized government, 
adapted to the seizure of absolute control of a country which 
would be doomed economically through inadequate area and 
excessive population, and would be mortgaged to turn over a 
large part of its production as reparations, principally to the 
Soviet Union. In another form, the same mortgage upon 
Austria was claimed by the Soviet delegation. 

Such a plan, in the opinion of the U. S. delegation, not only 
involved indefinite American subsidy, but’ could result only 
in a deteriorating economic life in Germany and Europe and 
the inevitable emergence of dictatorship and strife. 

Freedom of information for which our Government stands 
inevitably involves appeals to public opinion. But at Moscow 
propaganda appeals to passion and prejudice appeared to 
take the place of appeals to reason and understanding. Charges 
were made by the Soviet delegation and interpretation given 
the Potsdam and other agreements, which varied completely 
from the facts as understood or as factually known by the 
American delegation. 

There was naturally much uncertainty regarding the real 
intention or motives of the various proposals submitted or of 
the objections taken to the proposals. This is inevitable in any 
international negotiation. 

However, despite the disagreements referred to and the 
difficulties encountered, possibly greater progress toward final 
settlement was made than is realized. 

The critical differences were for the first time brought into 
the light and now stand clearly defined so that future negotia- 
tions can start with a knowledge of exactly what the issues 
are that must be settled. The deputies now understand the 
precise views of each government on the various issues dis- 
cussed. With that they can possibly resolve some differences 
and surely can further clarify the problems by a studied pres- 
entation of the state of agreement and disagreement. That is 
the best that can be hoped for in the next few months. It 
marks some progress, however painfully slow. These issues 
are matters of vast importance to the lives of the people of 
Europe and to the future course of world history. We must 
not compromise on great principles in order to achieve agree- 
ment for agreement’s sake. Also, we must sincerely, try to un- 
derstand the point of view of those with whom we differ. 

In this connection, I think it is proper to refer to a portion 
of a statement made to me by Generalissimo Stalin. He said, 
with reference to the Conference, that these were only the 
first skirmishes and brushes of reconnaissance forces on this 
question. Differences had occurred in the past on other ques- 
tions, and as a rule, after people had exhausted themselves in 
dispute, they then recognized the necessity of compromise. It 
was possible that no great success would be achieved at this 
session, but he thought that compromises were possible on 
all the main questions, including demilitarization, political 
structure of Germany, reparations and economic unity. It was 
necessary to have patience and not become pessimistic. 

I sincerely hope that the Generalissimo is correct in the 
view he expressed and that it implies a greater spirit of co- 
operation by the Soviet delegation in future conferences. But 
we cannot ignore the factor of time involved here. The 
recovery of Europe has been far slower than had been ex- 
pected. Disintegrating forces are becoming evident. The 
patient is sinking while the doctors deliberate. So I believe 
that action cannot await compromise through exhaustion. New 
issues arise daily. Whatever action is possible to meet these 
pressing problems must be taken without delay. 

Finally, I should comment on the one aspect of the matter 
which is of tremendous importance to all our people. While 
I did not have the benefit, as did Mr. Byrnes, of the presence 








of the two leading members of the Senate Foreign Relations 
Committee, I did have the valuable assistance of Mr. Dulles, 
a distinguished representative of the Republican Party as well 
as a recognized specialist in foreign relations and in the 
processes of international negotiations and treatymaking. As 
a matter of fact, the bipartisan character of the American 
attitude in the present conduct of foreign affairs was clearly 
indicated by the strong and successful leadership displayed 
in the Senate during the period of this conference by Senators 


Vandenberg and Connally in the debate over a development 
of our foreign policy of momentous importance to the Ameri- 
can people. The fact that there was such evident unity of 
purpose in Washington was of incalculable assistance to me 
in Moscow. The state of the world today and the position of 
the United States make mandatory, in my opinion, a unity of 
action on the part of the American people. It is for that reason 
that I have gone into such lengthy detail in reporting my 
views on the Conference. 





Dulles Weighs Shortcomings and Progress 


(Text of John Foster Dulles’ report, broadcast from 
New York, April 29, 1947.) 


| ape WEEKS AGO, I went to Moscow with Secretary Mar- 
shall. I went, as a Republican, to add another chapter 
to the growing history of bipartisan co-operation in foreign 
policy. Now we have returned. We did not go to Moscow 
with great expectations. We came back with even less than we 
had expected. We had not expected much because we were 
tackling, for the first time, the most difficult of all peace 
problems. We had, however, expected three results: 

(1) Increased economic and political unity in Germany, 
now divided into four compartments by the four military 
zones of occupation; 

(2) Agreement in principle on a four-power treaty to keep 
Germany disarmed; 

(3) An Austrian treaty. 

The conference did not conclude any of these matters. 
That was a grave disappointment to us. It was a tragedy to 
millions in Europe whose suffering is prolonged because the 
big powers cannot agree on the kind of a peace that they 
want. I shall recount some of our difficulties. 

We did not get agreement on economic and political unity 
for Germany because the Soviet delegation wanted to rebuild 
Germany in a way which the other three delegations thought 
dangerous. We all wanted a Germany which, we hoped, 
would never again want to make war. But the United States, 
the British and the French also wanted a Germany which 
could not again make war even if it wanted to. 

The Soviet leaders were willing to take a chance on re- 
building a powerful Germany which might again be a powder 
keg in the middle of Europe. That represented a big change 
in Soviet thinking since the Potsdam Conference of 1945. 
Then the Soviet Union, Great Britain and the United States 
had agreed that peace would best be served if Germany did 
not have a high-powered central government, and if Germany 
were economically weakened by the removal of industrial 
plants, particularly those which could readily be converted 
to war purposes. Those plants, it was agreed, would be taken 
from Germany and shipped to the Allies, principally to the 
Soviet Union, as reparations. 

That Potsdam scheme did not work out very well in helping 
the Soviet Union. After the German plants were taken apart 
the Russians could not always put them together again. Even 
if they could, it was expensive business to get them going’in 
Russia. Housing had to be built around the machinery and 


power lines and railroad tracks had to be connected with it. 


By now, the Russians have lost most of their original enthu- 
siasm about getting plants from Germany. Many parts of Ger- 
man factories are rusting on the railroad sidings between 
Berlin and Moscow, and the Soviet authorities have taken 
from their own zone in Germany only about half of the 
plants to which they were entitled under the Potsdam Agree- 
ment. They have switched to taking, as reparations, the goods 
which the Germans manufactured there. 

The Soviet Government now wants to extend that scheme 
to all of Germany and to get $10,000,000,000 worth of 


German goods. That, however, involves much more than 
writing a new reparation formula. It involves making Ger- 
many into a high-powered industrial state. Even if Germany 
does not go into the business of making goods for the Soviet 
Union, Germany will have to have considerable industry. 

Much of the farmlands of Eastern Germany have been 
taken away and given to Poland. Also, about 10,000,000 
Germans who used to live there or in Czechoslovakia have 
been expelled into Germany. The result will be nearly 
70,000,000 Germans crowded into a Germany much smaller 
than before and with relatively little farmland. There will be 
about three times as many Germans per square mile in 
Germany as there are Frenchmen per square mile in France. 
The people will starve unless they can get food from abroad. 
They can only pay for that food by manufacturing goods for 
export. That, as I say, will require considerable industrializa- 
tion. 

The new Soviet plan would add the further industrializa- 
tion needed to enable Germany to go into the mass produc- 
tion of goods for Soviet needs. If that happens, Germany will 
again be a great industrial power. A little over a year ago, 
Marshal [Vassily P.] Sokolovsky said, “To leave Germany 
an annual capacity of 9,000,000 tons of steel, will mean war 
within a few years.” Yet at Moscow the Soviet delegation pro- 
posed that Germany's steel capacity should be raised not to 
9,000,000 tons, but to between 10,000,000 and 12,000,000 
tons. 

The Soviet leaders, of course, know that this involves risk. 
However, Soviet economic needs are so acute and so vast, 
that they are now willing to take risks in order to get goods. 
They plan to reduce the risk by tying Germany tightly into 
their own political system so that, they figure, Germany’s 
industrial might will never be used against them. They want 
in Germany three things: A strong central government operat- 
ing from Berlin, which is in the Soviet zone; a single dorminant 
political party, in which Communists will play a leading 
part; a trade-union federation which will put all German 
trade unions under central control] located at Berlin. Such a 
setup they believe they can control by penetration, at which 
they are past masters. Under those conditions, they are willing 
to risk turning Germany into a workshop for the Soviet Union. 
The plan, of course, also fits into Soviet world strategy. 

The British, the French and ourselves could not agree to 
this new Soviet plan. We had very different ideas about the 
new Germany. We wanted political institutions which would 
train Germans to think and act individually and not be mass 
followers of some fanatical leader. We wanted to see authority 
grow from the bottom up and not be imposed from the top 
down. 

We felt that Germany would be more apt to be peaceful 
under a federal system like our own—where there are checks 
and balances through states’ rights and an independent judi- 
ciary, competing political parties and trade unions with local 
autonomy. 

We wanted a Germany where ideas and people and goods 
could move about freely. Such conditions, we thought, gave 
the best chance that Germans would become self-supporting, 
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self-respecting and peaceful members of society. Those are 
some of the things we wanted. 

There were other things we did not want. We did not want 
Germany quickly rebuilt as a great, modern industrial ma- 
chine. We did not want political and economic centralization 
so that any one who controls Berlin would automatically 
control all Germany. 

In other words, we did not want all the German eggs in 
one basket. That is too great a temptation to dangle before 
militant and vengeful persons who will surely again be found 
in Germany. Furthermore, we did not want a Germany which 
would be a projection into Western Europe of a totalitarian 
system. 

After the First World War, German industry was rebuilt 
with Allied money and Germany was politically centralized 
under Allied pressure on the theory that such a Germany 
would pay more reparations. Instead, that centralized, in- 
dustrial machine proved to be made to order for Hitler's 
purposes. It seems that history is trying to repeat itself. 

It is natural that the Soviet Union should seek much repara- 
tion from Germany. There land was horribly devastated by 
German armies. Due to that and other causes, Soviet economic 
needs are today very great. So Soviet leaders are willing to 
take the risk which proved so disastrous after World War I. 
The British, the French and the United States delegations 
were not willing to take that risk. 

So the Council of Foreign Ministers disagreed on the future 
of Germany. As a result, Germany remains economically and 
politically divided by zones of occupation. That is bad—not 
just for Germans, but for Germany’s neighbors, the French, 
the Dutch, the Belgians, the British and others. All of them, 
in one way or another, are injured by the present state of 
German economy. 

There are many burdens which the German people in 
justice ought to bear. There are many burdens which un- 
happily Germany's victims must bear. But there is one burden 
which ought not to be inflicted—that is the burden of in- 
competent government of Germany by the victors. No one of 
the four powers which today rule Germany believes that 
Germans ought to be herded into four closed compartments. 
On the contrary, they have repeatedly proclaimed that what 
is left of Germany ought to be politically and economically 
united. That does not happen, only because the Allied govern- 
ment of Germany is paralyzed by its internal differences. 

Today the German people are so shattered that there is no 
national will. But such a will is bound to emerge. It will 
emerge as an ugly thing if the four-power government of 
Germany persists in inflicting on Germany that which they 
themselves proclaim to be wrong. 

To relieve the situation, the British and Americans are 
trying to unite their two zones. There is outsanding an invita- 
tion to the other zones to join that merger. In the meantime, 
it is imperative that our two-zone merger be a success. Our 
joint area includes the Ruhr, which is the economic heart of 
Europe. Today that heart is barely beating. The situation 
gives us a great responsibility and a great opportunity. If our 
joint administration can pump vitality into Western Europe, 
that will bring about more competent administration else- 
where. We will have achieved, by force of example, what 
we could not achieve by persuasion at Moscow. 

We did not agree on a four-power treaty to keep Germany 
disarmed. Senator Vandenberg had suggested such a treaty 
nearly two and a half years ago. Secretary Byrnes had sub- 
mitted a draft of the treaty over a year ago. It was a single- 
purpose treaty. It was designed to show the world that, 
whatever else happened, the four great powers would stand 
united in their determination not to let Germany rearm. We 
thought that if that simple step were quickly taken, men’s 
minds would be freed from the paralysis of fear, and wisdom 
and justice would be more apt to prevail. 

At Moscow, the British and French wanted to go ahead 
with such a treaty. The Soviet countered with many proposed 
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riders. Their effect was to commit the parties to the highly 
centralized, industrialized Germany which the Soviet wanted. 
While the Soviet delegation professed to want a four-party 
treaty, they knew that the conditions they proposed would 
make such a treaty impossible. A Communist newspaper in 
Rome let the cat out of the bag when it said: 

“It is certain that Mr. Marshall’s proposal, which tends to 
make the U.S. A. remain in the center of Europe for 50 odd 
years, cannot be accepted light-heartedly by any European 
power.” There is little doubt that Soviet leaders would heave 
a great sigh of relief if the United States were to quit Europe 
and go home. Then they would automatically dominate the 
whole Continent. 

The United States delegation made clear that Soviet rejec- 
tion of our proposed four-power pact would not, in fact, end 
the determination of the American people to interest them- 
selves in Europe. We cannot afford to be aloof from conditions 
which have twice involved us in great wars. 

We did not get an Austrian treaty although at times we 
seemed close to it. The Soviet delegation wanted Yugoslavia 
to get an important slice of Austrian territory and to get 
$150,000,000 from Austria by way of reparation. But the most 
debated clauses were the economic clauses. The Soviet dele- 
gation wanted economic provisions which, as Secretary Mar- 
shall put it, would have made Austria a puppet state. They 
demanded ownership of the most important part of Austrian 
economy and the right to operate it free from the controls 
of Austrian law. The effect would have been to make much 
of Austria a part of the Soviet Union. i 

The Soviet claim derived from a prior agreement that the 
Soviet Union could take over, as reparations, German ex- 
ternal assets in Eastern Europe, including German external 
assets in the eastern part of Austria, which the Soviet Army 
occupies. There was, however, at Moscow, much dispute as 
to what were really “German” assets. When, in 1938, Ger- 
many had seized Austria, German interests proceeded to 
take over a great part of its economy. The Austrian owners, 
many of them Jewish, were coerced into selling their property. 
Usually they got only a nominal price. 

The Allies, including the Soviet Union, had at London in 
January 1943, and again at Moscow in October 1943, taken 
the position that they would regard such German acts as 
null and void. However, the Soviet Union now insists that, 
even when the Germans had acquired such Austrian assets 
by duress, the assets should not be restored, but should be 
turned over to the Soviet Union as the legitimate heir to all 
so-called “German assets.” 

The result, we estimated, would have been to leave the 
Austrian state a shell from which the Soviet would have 
picked the kernel. There would not be that “free and inde- 
pendent” Austria which had been pledged by the Moscow 
Declaration of October 1943. Under the circumstances, the 
United States delegation did not accept the only kind of a 
treaty to which the Soviet would agree. 

We did, however, arrange for further study of the facts 
by a four-power commission which will operate from Vienna. 
We hoped that its findings will make possible an early treaty. 
If that does not happen, then we said that the future of 
Austria should be put before the next September meeting of 
the General Assembly of the United Nations. We felt that 
differences among the four Allies ought not indefinitely pre- 
vent Austria from recovering her independence and freedom 
from the burdens of military occupation. 

For the reasons given, we came home with virtually no 
agreements. However, we did not come home empty handed. 
Neither did we come home discouraged. 

We did not come home empty handed because at Moscow 
we worked out policies which can be of tremendous value 
for the future. If the United States, for the first time in its 
history, is going to take a continuing interest in the affairs of 
Europe, it is imperative that we have clear-cut policies. We 
need to know our own mind. Also, the peoples of Europe 
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are entitled to know our intentions, so that they can judge 
them. 


Moscow was a splendid testing ground for the development 
of concrete policies. When we discussed there the political 
future of Germany, we had to make clear what democracy 
meant to us in terms of human rights. Also, we had to spell 
out the political processes through which men can combine 
for the common good, and at the same time keep their per- 
sonal freedoms. 

When we debated the economic future of Germany, we 
suggested practical ways whereby the peoples of Europe can 
use their assets to greater advantage. We proposed that great 
industrial centers like those of the Ruhr and Upper Silesia 
should not be operated merely as national assets, but as 
assets which would serve many people in different nations. 

We suggested that they be under the jurisdiction of some 
overall European body, such as the Economic Commission 
for Europe set up by the United Nations. It would be the 
job of that Commission to assure that the resources of the 
Ruhr, for example, would be shared on fair terms both by 
Germans and by Germany’s neighbors and not be an eco- 
nomic club in the hands of Germany. 

As we studied the problem of Germany in its European 
setting, we became more and more convinced that there is 
no economic solution along purely national lines. Increased 
economic unity is absolutely essential to the well-being of 
Europe. 

In our opinion, these statements of American position will 
constitute an asset of tremendous value to the future. They 
will give content and cohesion to our own foreign policy. 
It was significant that they were developed under conditions 
which drew together, on a nonpartisan basis, top representa- 
tives of the State Department, of the Foreign Service, and of 
the United States Army in Germany. The positions we took 
will show the world that we have ideas and ideals and not 
merely dollars. Also, the peoples of Europe will see that, 
while we have European policies, they are not the kind of 
policies which we would or we could impose from without. 
What we want for Europe can happen only if the peoples of 
Europe want it for themselves. 

Another gain from the Conference was the establishment 
of closer relations with France. Franco-American relations 
have been bedeviled for several years by a succession of irri- 
tations. At Moscow, we cleared away much misunderstanding. 
It became plain that the American and the French nations 
today stand together for the basic rights of man just as they 
have stood together for 150 years. Our relations with the 
British continued intimate and cordial. On all vital matters, 
the British, the French and ourselves came to similar con- 


‘clusions. That was not because our positions were concerted 


in advance. They were not. We thought along similar lines 
because we have a similar spiritual and political background. 

Still another asset we bring back is better understanding 
of how Soviet foreign policy works. It depends little on getting 
results by diplomatic negotiation. It depends much on get- 
ting results by penetrating into the political parties and labor 
organizations of other countries. I have already mentioned 


that Soviet leaders have such confidence in these methods 


that they are willing to let Germany again become a great 
industrial power. They are using those methods now to get 
the kind of Germany they want. 

In the Soviet zone of Germany, the dominant political party 
and the labor unions are already subject to Soviet will, though 
they may not know it themselves. It is much the same in the 
French zone of Germany. In the British and United States 
zones, Soviet influence in the political parties and labor 
unions is growing rapidly. Soviet agitators there, as elsewhere, 
have ample funds, they are well trained and they are adept 
at enlisting local zealots and malcontents and getting them 
into key positions. 

The American people should draw some conclusions from 
that. One conclusion is that we cannot afford to feel com- 


placent merely because, at conferences, we have stopped sur- 
rendering our principles. Soviet activity is not suspended 
merely because the Council of Foreign Ministers disagrees 
and takes a recess. 

Also, we must not feel complacent because we have 
supremacy in certain kinds of military weapons. The challenge 
we face is not a military one. I am confident that Soviet leaders 
do not want war. Also, they are too smart to challenge us 
at a level where, temporarily at least, they are at a grave 
disadvantage. The present challenge is at a level where they 
are well equipped and where we are poorly equipped. 

The conclusion is that we Americans must work unceas- 
ingly for our ideals and we must work in ways that count. 
It greatly encouraged us in Moscow to know, through Presi- 
dent Truman and Senator Vandenberg, that at home con- 
structive policies were being formulated and implemented. 
We should, of course, seek international agreement whenever 
such agreement is possible. 

We should, of course, invoke the aid of the United Nations 
whenever it can do the job. But we cannot let ourselves be 
stymied merely because we cannot get agreement or because 
the United Nations is not yet able to take over the full task 
of maintaining freedom in the world. It is up to us to show, 
in every available way, that free institutions are the means 
whereby men can save themselves from the sea of misery 
in which they find themselves. 

I do not doubt that such efforts will succeed. Also, as they 
succeed they will reduce our differences with the Soviet 
Union. There is one powerful unifying force. That is the will 
and the welfare of the peoples of the world. We must both 
appeal to that. Take for example the will and the needs of 
the peoples of Europe. They do not want to be divided against 
themselves. They do not want to be unified under the domina- 
tion of any great power. They want to increase their economic 
productivity. They do not want human freedom blotted out. 
After all, Europe is the cradle of Western civilization. 

No European policies can, over a long period, be sustained 
unless they conform to those basic facts. The United States 
delegation believes that the policies which it developed at 
Moscow do conform to the desires and needs of the people 
of Europe. We feel that the Soviet policies do not conform 
to those desires or needs. If we are right in that judgment, if 
we are steadfast, if, in the face of misrepresentation, we can 
find the way to bring other people to understand what our 
policies really are and how they work, then I am confident 
that our policies will be so welcomed that the contradictory 
policies of the Soviet Union will give way before our own. 

Four-power unity could then become a solid reality. That 
is a result devoutly to be hoped for. It is good to have in- 
creased unity between the British, the French and ourselves. 
But that is not good enough. We all want four-power unity 
whenever it can be obtained as a reality, not as a sham. 

It was somewhat of an ordeal to have spent these seven 
weeks in unceasing negotiation at Moscow. It was partic- 
ularly hard because we never had the lift which comes from 
achieving agreement. There is a tendency under such condi- 
tions to become impatient and either agree merely to break 
the monotony or come home before the possibilities of gen- 
uine agreement are fully exhausted. 

I think that the United States delegation held to a steady 
course. That was largely due to the calm yet strong leader- 
ship of Secretary Marshall. Also, we were sustained by a sense 
of unity at home. The Moscow press and radio featured minor 
defections and dangerously magnified them out of all pro- 
portion to their reality. They gave their own people, and some 
others, the impression that behind the United States delega- 
tion was an American people who were vacillating and were 
divided. As far as the United States delegation was concerned, 
we knew better. We knew that the American people were 
solidly backing positive foreign policies which would build 
peace on its only tested foundation, the foundation of human 


liberty. 
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Labor Cabinet Losing 
Support in Britain 


For the first time since the Labor 
Government came to power in Britain, 
a public poll shows that a small ma- 
jority of voters are dissatisfied with 
the Government and its program. The 
poll did not ask the public to state a 
party preference, however, so does 
not show how the Conservatives stand 
in popularity. Tight food rations and 
the shortage of things to buy are of- 
fered as reasons for the dip in the 
Government's popularity. 
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The biggest share of the U.S. pro- 
gram for aid to Greece will be handled 
by the office of Undersecretary of 
State Will Clayton. This means that 
economics, rather than politics, will 
be the big thing influencing the pro- 
gram. Political desks in the State De- 
partment will help out, but most of 
the planning and the work will be 
done by the economists. — 


o 0 9 


Things are so advanced for the 
Greek program that officials already 
have prepared a list of the kind of ex- 
perts and technicians needed for the 
job. Applications will not be consid- 
ered, however, until the aid bill be- 
comes law. The U.S. seeks persons 


qualified in such things as business - 


controls, taxation, fiscal management 
and public administration. Overseas 
experience will be an important con- 
sideration, but not essential. 
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Washington may have to authorize 
another $25,000,000 for the Philip- 
pines. Reason is that, under legislation 
now in force, the U.S. was to deliver 
to Manila surplus war goods worth 
$100,000,000. Actually, however, pil- 
fering and inefficient handling of the 
supplies in the new Republic have 
shrunk the total value to something 
around $75,000,000. 
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Marshall Keeps Eye 
On Troubles in China 


One of the biggest difficulties the 
U.S. encounters in its planning re- 
garding Russia is the fact that Wash- 
ington receives so many divergent of- 
ficial reports on the activities and mo- 
tives of the Soviet leaders. After the 
stalemate of the Moscow Conference 
of Foreign Ministers, for example, the 
U.S. got three detailed reports, each 
from an official source and each offer- 
ing a different explanation of why the 
Russians act as they do. 
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Despite his preoccupation with Eu- 
ropean affairs since his appointment 
as U.S. Secretary of State, George C. 
Marshall is keeping in close contact 
with affairs in China, where he spent 
a year. The Secretary exchanges radio 
communications regularly with Am- 
bassador Stuart, who supplies detailed 
replies to Marshall’s brief questions 
about developments in China. 
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Senator Arthur Vandenberg, chair- 
man of the U.S. Senate’s Foreign Re- 
lations Committee, wants to see a 
complete overhauling of U.S. policy 
toward Latin America. Vandenberg 
wants the State Department to take 
steps to tighten ties between North and 
South America, and hasten action on 
the inter-American arms agreement, 
proposed last year by President Tru- 
man. Nothing has been done on the 
agreement by the present Congress. 
Among other things, the Senator fa- 
vors a new, and less hostile, approach 
to Argentina by the U.S. 


o 9o °O 


Recent diplomatic discussions be- 
tween the U.S. and Russia regarding 
Korea have caused a spurt in Army 
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Peron Antagonizes 
Chilean Communists 


volunteering for that area. After a 
postwar slump, more and more re- 
cruits now are stating a preference to 


be assigned to Korea. . 
° 0 0 
Argentina’s Government-operated 


telephone svstem is in trouble. Four 
months after the Government took 
over operation, President Juan D. 
Peron has ordered an investigation of 
charges of corruption in the Govern- 
ment’s management. The investiga- 
tion was ordered a few weeks after 
dismissal of the original board of di- 
rectors appointed by Peron. 
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Reports that Generalissimo Chiang 
Kai-shek will visit the U.S. soon are 
premature, to say the least. Chiang 
does not want to make the trip un- 
less he is invited specifically by Wash- 
ington, and such an invitation is re- 
garded as extremely unlikely for the 
present. In addition, Chiang’s backers 
in China do not want him to leave 
the country now because of the po- 
litical and military situation there. 
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Chilean Communists, formerly en- 
thusiastic backers of the commercial 
treaty between their country and Ar- 
gentina, have cooled noticeably since 
two of their leaders were arrested 
along with Argentine Communists at 
a Party meeting in Buenos Aires. There 
are indications now that the treaty, 
signed last December, may not get the 
approval of the Chilean Chamber of 
Deputies before midsummer, if at all. 
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E. N. van Kleffens, former Foreign 
Minister of the Netherlands, is the 
most likely choice to be his country’s 
next Ambassador to the United States. 
Van Kleffens has been the Nether- 
lands’ delegate to the United Nations. 
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